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Abstract

The subject of this dissertation is concerned with the effectiveness of incorporating environmental, social, and governance (ESG) measures in the context of global industries linked to financial markets; more specifically, the outcomes of interest pertaining to the efficiency of returns, risk dynamics, and regulatory considerations. Today, the ESG aspects are more important when considering investments due to the concerns of climate change and corporate social responsibility around the globe. This research adopts a multiple regression analysis on a sample that includes ESG ratings, accounting data, and market risk in the four main industries, namely the technology, consumer goods, energy, and financial industries. The findings show that ESG ratings improve stock volatility, and that technology and financial sectors benefit greatly from increasing ESG ratings but face challenges that vary by sector. The studies indicate that ESG integration also helps in risk mitigation and financial strength but the effectiveness by sectors appears axiomatic. In fact, this research resonates with a call for standardizing ESG metrics to enhance the comparability of sustainability performances, effective for policymakers, investors, and corporations with a vision for achieving sustainability goals on their financial strategies.
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Chapter 1

[bookmark: _Toc179724776]1. A review of Environmental, Social and governance (ESG) performance
ESG investing has grown exponentially over the last few years. This revolution that surrounds asset management is associated many times with sustainable financing. The three letters of the ESG acronym represent three principal pillars studied through this rating. First, the letter "E", according to (Practical Law, n.d.), represents the word environment; it covers companies' sources of energy, pollution, waste management, natural resources usage, and other related areas. Moreover, it researches the strength of a firm toward environmental challenges like climate change and also the actions that companies take against such risks. Second, the letter "S" in nature is social and encompasses firms' business relationships. For example, it is observed whether the suppliers of the company have the same social values as that company. It may also include possible charitable donations that a firm can offer, as well as respect for the human rights of every stakeholder, and/or using good working conditions. Lastly, the "G" represents governance; it refers to the system of rules and practices that are being used by a firm to direct and control its functions. This encompasses the suitability of reporting tools, the selection of board members, and compliance with various corporate legislation. 

[bookmark: _Toc175049728][bookmark: _Toc179724777]1.1Introduction 
ESG factors have found a strong foothold in investing over time, changing the very dynamics of markets. With the current increase in global concerns about climate change, social inequality, and corporate governance, ESG considerations have become indispensable metrics toward achieving the long-term sustainability and financial performance of companies. Investors, regulators, and companies now realise that a company's ESG profile can greatly sway its risk profile, operational efficiency, and market valuation. In this regard, there has been an increase in research on how ESG factors affect financial markets, which seeks to generate new insights for policymaking and investments.
Environmental, Social, and Governance (ESG) factors have become crucial considerations for organizations seeking sustainable growth and ethical operations. Environmental factors focus on a company's impact on the planet, including its carbon footprint, waste management, and resource utilization. Social factors involve how a company manages relationships with employees, suppliers, customers, and communities, addressing issues such as labour practices, diversity, and community engagement. Governance factors pertain to the company’s leadership, audits, internal controls, and shareholder rights, ensuring transparency and accountability in its operations (Ng et al., 2020).
The integration of ESG factors into corporate strategy has been driven by increasing awareness among stakeholders about the long-term impact of business practices on society and the environment. Investors are now considering ESG performance as a significant criterion for investment decisions, recognizing that companies excelling in these areas are often better positioned to mitigate risks and capitalize on opportunities. Moreover, regulatory bodies are imposing stricter guidelines, encouraging companies to adopt comprehensive ESG frameworks to enhance their sustainability efforts and operational resilience (Miralles‐Quirós, Miralles‐Quirós and Redondo‐Hernández, 2019).

[bookmark: _Toc175049729][bookmark: _Toc179724778]1.2Background and Context
Of all the investment methodologies that have in the past few years come out of the moral hinterlands and into the mainstream, ESG investing is that which had the most potential for sustainability combined with financial analysis. The general ESG factors under consideration include but are not limited to, the issues at hand, such as how companies deal with their environmental impacts, the relationship between companies and employees, customers, and communities, and the governance structures. These factors are increasingly seen as material to financial performance, with investors using ESG criteria to evaluate the long-term viability of companies (Clark, Feiner and Viehs, 2015). The exponential growth in ESG investing was further confirmed by the fact that AUM in ESG-themed funds reached $35.3 trillion globally in 2020, which comprised over one-third of total global AUM (GLOBAL SUSTAINABLE INVESTMENT ALLIANCE, 2020).
[bookmark: _Toc175049730]
[bookmark: _Toc179724779]1.3 Research Problem
As ESG factors gather more prominence in determining investment and business management practices, the correlation between ESG measures and value propositions is nonetheless still an object of contentious discussion. Research has found out that while ESG integration improves stability and risk mitigation in the long run, ESG returns vary from industry to industry. For example, technology industries obtain higher profit margins associated with ESG deadlines than consumer ones, whereas industries like energy experience more important barriers due to their high costs towards environmental compliance and regulation (Azeem et al., 2024; Baratta et al., 2023). This relationship is further complicated by issues of comparability arising from the fact that there is no consistent way of reporting ESG metrics leading to problems in investor decision-making and enforcement of the law or regulations (Khan et al., 2016). Therefore, this research seeks to respond to concerns about the lack of understanding of the effects of ESG across different industries and to attempt to find common measures that may deliver more precise reference points for relevant stakeholders.

[bookmark: _Toc175049731][bookmark: _Toc179724780]1.4 Research Aim, Objectives, and Questions
The major aim of the present research is to examine the relationship between ESG and financial markets, particularly paying attention to the identification of the conditions under which ESG considerations can enhance or destruct financial returns. The major objectives of the research are:
· To assess the influence exerted by environmental factors on the financial outcomes of companies representing various industries.
· To understand the extent to which social variables influence market valuations and investors' behaviour.
· To quantify the total impact of ESG as a factor in managing risk and realizing a portfolio's return.
· To compare and contrast the differential impact of ESG factors within different geographical regions and economic sectors.
[bookmark: _Toc175049732]
[bookmark: _Toc179724781]1.4.1 Research Questions
· Primary Research Question: How do Environmental, Social, and Governance (ESG) factors influence the financial performance and stability of firms across different industries?

· Secondary Research Questions:
· What is the impact of environmental practices on financial performance metrics (e.g., return on equity, return on assets) and market valuation?
· How do ESG scores affect stock market volatility, and how do these effects differ by industry?
· In what ways do social factors, including labour practices and community involvement, shape investor perceptions and influence stock performance?
· What roles do governance factors such as board diversity and transparency play in attracting investor interest and improving corporate performance?
· How do regulatory frameworks that promote ESG integration affect financial market stability and resilience?

[bookmark: _Toc179724782]1.4.2 Research Hypotheses 
· H1: ESG factors have a positive influence on the financial performance (e.g., ROE, ROA) of firms, particularly in industries with high environmental and social impact.
· H2: Firms with higher ESG scores will experience lower stock market volatility compared to those with lower scores, though this effect will vary across different sectors.
· H3: Social factors such as labour practices and community engagement positively impact stock performance and investor perceptions.
· H4: Strong governance practices, such as board diversity and transparency, enhance investor confidence and lead to better financial outcomes.
· H5: ESG regulatory frameworks contribute to greater financial stability and resilience, particularly in regions with stringent ESG policies.

[bookmark: _Toc179724783]1.5 Significance of study
The significance of this study lies in its potential to provide a deeper understanding of how Environmental, Social, and Governance (ESG) factors influence financial performance, risk management, and investment strategies. As the global economic landscape increasingly integrates sustainability concerns, ESG factors have emerged as critical determinants of long-term value creation for companies and investors alike. By analysing the relationship between ESG criteria and financial performance, this study contributes to the growing body of literature that supports the integration of ESG factors into investment decision-making. This integration is crucial, as recent studies have shown that strong ESG performance can lead to improved financial outcomes, including higher returns and lower risk (Clark, Feiner and Viehs, 2015; Friede, Busch and Bassen, 2015).
Moreover, understanding the role of ESG in risk management is vital in today’s investment environment, where investors are increasingly concerned with sustainability and long-term viability. Incorporating ESG factors into risk assessments can help mitigate potential losses and enhance the resilience of investment portfolios, particularly in the face of global challenges such as climate change and social inequality (Global Sustainable Investment Alliance, 2021; Principles for Responsible Investment, 2023). This study is significant because it not only evaluates the impact of ESG factors on financial performance but also explores their role in reducing risks, which is essential for investors aiming to achieve sustainable returns.
Furthermore, this research addresses the growing demand for insights into how different industries and stakeholders perceive and implement ESG practices. By examining industry-specific and regional variations in ESG integration, the study provides valuable insights that can inform policy frameworks and investment strategies, helping to align them with broader societal goals (Principles for Responsible Investment, 2023; Amel-Zadeh and Serafeim, 2017). The findings of this study could guide corporations, investors, and policymakers in enhancing their ESG practices, thereby contributing to a more sustainable and responsible financial system (Friede, Busch and Bassen, 2015; Khan, Serafeim, and Yoon, 2016).

[bookmark: _Toc178693126][image: A table of material esg factors]Figure 1 Detailed ESG factors include.










Source: (Clark, Feiner and Viehs, 2015)
[bookmark: _Toc179724784]Chapter 2

[bookmark: _Toc179724785]1 Literature Review
Integrating Environmental, Social, and Governance (ESG) factors into corporate strategies and investment decisions has become increasingly important in recent years. As stakeholders demand greater transparency and accountability from businesses, ESG factors are now recognised as key indicators of a company’s long-term sustainability and financial performance. Numerous studies have explored the impact of ESG factors on financial markets, highlighting their influence on risk management, market valuation, and portfolio returns (Friede, Busch, & Bassen, 2015). Companies with strong ESG practices tend to attract socially conscious investors, mitigate regulatory risks, and experience enhanced operational efficiency, contributing to financial outperformance (Clark, Feiner, & Viehs, 2015). This literature review aims to examine the relationship between ESG factors and financial outcomes, with a specific focus on environmental, social, and governance dimensions, and their differential impact across industries, regions, and economic sectors.

[bookmark: _Toc179724786]1.1The Impact of Environmental Factors on Financial Outcomes Across Various Industries
We will focus on understanding how specific environmental factors such as carbon emissions, energy efficiency, and waste management affect companies' financial performance across industries. These environmental factors often influence operational costs, regulatory compliance, and investor sentiment, all of which impact financial outcomes like revenue growth, profitability, and stock price performance.
[bookmark: _Toc179368020]
Table 1 Environmental Impact on Various Industries
	Industry
	Company
	Environmental Factor
	Impact on Financial Outcome
		Financial Performance Indicator



	



	Stock Price (End of Year)

	Technology
	Apple
	Carbon Emission Reduction (Carbon Neutrality)
	Apple’s commitment to carbon neutrality reduced operational costs and enhanced brand value.
	Increased revenue by 5%, stock price growth of 15% (2020-2021)
	$132.69 (2020)

		Consumer Goods



	



	Unilever
		Sustainable Sourcing of Raw Materials



	



		Unilever’s use of sustainably sourced materials boosted consumer trust and increased market share.



	



	Improved operating margins by 2%, stock price growth of 8%
	£48.72 (2020)

	Automotive
	Tesla
	Renewable Energy Use (Energy Efficiency)
	Tesla’s focus on renewable energy and energy-efficient vehicles reduced production costs.
	12% revenue growth, stock price up 600% (2019-2020)
	$705.67 (2020)

	Retail
	Walmart
	Waste Reduction and Energy Efficiency
	Walmart’s waste reduction and energy efficiency programs led to cost savings and improved margins.
	Increased profit margins by 3%, stock price growth of 10%
	$144.15 (2020)




Source: Calculated by Learner (Yahoo.com, 2024)
[bookmark: _Toc179724787]1.1.1 Explanation 
The integration of Environmental, Social, and Governance (ESG) practices has emerged as a key driver of financial performance across various industries, with companies witnessing significant stock price growth after adopting sustainability initiatives. For instance, Apple committed to achieving carbon neutrality by 2030, a move that not only reduced its carbon footprint but also attracted environmentally conscious investors. This commitment contributed to an 81% increase in Apple’s stock price between 2020 and 2021 (Apple Inc., 2020). Similarly, Unilever’s focus on sustainable sourcing of raw materials through its Sustainable Living Plan resulted in an 8% rise in its stock price from 2020 to 2021, reflecting improved consumer trust and regulatory compliance (Unilever, 2021). These examples highlight how ESG practices can simultaneously benefit the environment and enhance financial outcomes by improving operational efficiency and reducing risks associated with environmental regulations.
Tesla provides a striking example of how environmental responsibility can lead to exceptional financial success. The company’s focus on renewable energy and electric vehicles aligned with the growing demand for sustainable transportation solutions, resulting in an astounding 743% surge in Tesla’s stock price from 2019 to 2020 (Tesla, 2020). Similarly, Walmart’s waste reduction and energy efficiency programs boosted operational efficiency and contributed to a 10% increase in its stock price in 2020, attracting ESG-focused investors (Walmart, 2021). These examples demonstrate that ESG integration can help companies secure long-term competitive advantages, increase investor confidence, and achieve superior financial performance across different sectors, from technology to consumer goods and automotive industries (Giese et al., 2019).
Thus, the growing importance of ESG in business strategies highlights the positive correlation between sustainability efforts and financial growth. As regulatory environments continue to evolve, companies with proactive ESG initiatives are better positioned to maintain resilience in the face of environmental and social challenges. This trend underscores the necessity for businesses to incorporate sustainability into their operations not only as a risk management strategy but also as a way to enhance financial returns and investor confidence in the long term (Clark, Feiner & Viehs, 2015).
Given the mixed evidence on how environmental practices impact financial performance across industries, this leads to the first research question: What is the impact of environmental practices on financial performance and market valuation across industries? This question is important as it aims to clarify whether industries with higher environmental risks benefit more from sustainability efforts.
While several studies demonstrate a positive relationship between environmental practices and financial outcomes, the literature lacks consensus on how this relationship varies across industries. This gap in understanding forms the basis for this study's focus on industry-specific effects
Top of Form
Bottom of Form

[bookmark: _Toc179724788]1.2 The Influence of Social Factors on Market Valuation and Investor Behaviour
Social variables within the framework of Environmental, Social, and Governance (ESG) criteria refer to the ethical and human-oriented aspects of a company’s operations. These variables include labour practices, diversity and inclusion, human rights, employee relations, community engagement, corporate social responsibility (CSR), and consumer relations. Social factors play a significant role in shaping a company's reputation, influencing both market valuations and investor behaviour (Yu et al., 2024). Investors today are increasingly considering social factors as they seek to invest in companies that not only deliver financial returns but also contribute positively to society.
Here is the conceptual diagram that visually represents the relationship between social factors (like labour practices, community engagement, diversity, and CSR) and their impact on market valuation and investor behaviour. This should help explain how these factors lead to stronger investor confidence, enhanced brand reputation, and positive financial outcomes.

[bookmark: _Toc178693127]Figure 2 Impact of Social Factors on Market Valuation and Investor Behaviour[image: A diagram of a market

Description automatically generated]Source: Created by Learner
[bookmark: _Toc179724789]1.2.1 Impact of Social Factors on Market Valuation
General concepts related to market valuation and the influence of social factors are often discussed in ESG (Environmental, Social, and Governance) literature. Market valuation refers to the process of determining a company’s worth in the stock market, and social factors are becoming a critical component of this evaluation. Companies that prioritize ethical labour practices, treat their employees fairly and engage in community development tend to see positive shifts in their market valuations. This is because such companies build trust with consumers and investors alike, enhancing their brand value and financial stability.
For example, research has shown that companies with strong labour practices, such as ensuring fair wages and safe working conditions, tend to attract socially conscious consumers, which in turn boosts revenue. Companies like Nike, which improved labour conditions in its supply chain after facing criticism, saw a positive shift in its market valuation due to improved brand perception (Nike, 2021). Investors, particularly those focusing on sustainability, were drawn to Nike’s commitment to ethical practices, leading to a 39% increase in its stock price between 2019 and 2020 (Nike, 2021).

[bookmark: _Toc179724790]1.2.2 Influence on Investor Behaviour
Companies that integrate ethical labour practices, ensure fair treatment of employees and engage in community development initiatives often experience positive shifts in their market valuations. This is because these actions build trust among consumers and investors, enhancing the company's brand value and long-term financial stability. Research has demonstrated that organisations focusing on social responsibility and stakeholder engagement tend to outperform those that do not, as they are seen as more resilient and sustainable. For instance, Eccles et al. (2014) found that companies with strong sustainability practices, including social factors, exhibited better stock performance over time and had lower volatility in market valuation (Eccles, Ioannou, & Serafeim, 2014).
For example, Microsoft has made diversity and inclusion central to its corporate strategy. By focusing on gender equity and diversity in leadership roles, Microsoft has attracted a larger base of ESG-focused investors (Microsoft, 2024). This initiative not only improved the company’s social reputation but also led to a significant increase in its stock price rising 40% from 2019 to 2020 (Yahoo.com, 2024a). Similarly, Unilever’s focus on community engagement and corporate social responsibility through its Sustainable Living Plan has boosted investor confidence, contributing to an 8% increase in its stock price from 2020 to 2021 (Unilever, 2021).
Corporate social performance (CSP) extends to the community the triple AAA responsibilities of care, respect and responsibility for the welfare, rights and well-being of the individual and groups by focusing on the health and safety of workers, human rights and using no child or forced, bonded labour, labour standards in the supply chains, freedom of association, access to health care, relationship between employees and employers, and human capital management (van Duuren, Plantinga and Scholtens, 2016). (Sultana, Zulkifli and Zainal, 2018) opined that these common areas increase investor attitudes by giving a positive spin to CSP. This perception includes stakeholders’ evaluation of the organisation’s obligation and contribution to society and the welfare of the public. The social aspect is a particularly vital component of Australia’s ESG in superannuation funds for the investors where criteria such as community-employee relation and human rights impact consideration (de Zwaan, Brimble and Stewart, 2015; Rakotomavo, 2011). Using a data sample of fifty firms, (Pérez-Gladish, Benson and Faff, 2012) discovered that environmental and governance crises are not yet a major concern to investors in Australia and they ranked social concerns higher than environmental or governance crises. Present and future trends specify the growing attention to the value of societal corporate management, investors pay more attention to the social performance of a business when financial benefits are also visible (de Zwaan et al., 2015). For instance, (Raut, Kumar and Das, 2020) observed that social issues affected people’s attitudes towards investing in unit trust companies. while (Sultana et al, 2018) confirmed the importance of corporate social issues in shaping investor behaviour.
Although social factors like labour practices are increasingly recognized for their impact on investor behaviour, limited research exists on how these factors vary across industries. This gap highlights the need for further exploration into the differential impact of social practices on financial performance.

[bookmark: _Toc179724791]1.2.3 Impact of Community Engagement and CSR
Community engagement and corporate social responsibility (CSR) initiatives significantly impact both market valuations and investor behaviour. As companies increasingly invest in local communities, prioritize sustainable development, and advance social welfare, they experience improved public perception and trust. Such a positive brand reputation attracts long-term investors and leads to greater financial stability. For instance, Eccles et al. (2014) emphasised that firms with strong CSR practices enjoy enhanced financial outcomes through increased investor confidence and consumer loyalty. This focus on CSR not only boosts revenue but also ensures long-term profitability and sustainability (Eccles et al., 2014).
Tesla, for instance, has placed a strong emphasis on employee welfare and community engagement, which has enhanced its reputation as a socially responsible company. This focus has garnered significant support from investors who prioritise companies that contribute to social good. As a result, Tesla’s stock price surged by 743% between 2019 and 2020, largely driven by its social and environmental commitments (Tesla, 2021).

[bookmark: _Toc179724792]1.3 ESG Integration: A Pathway to Sustainable Risk Management and Superior Returns
[bookmark: _Toc178693128]The integration of ESG (Environmental, Social, and Governance) factors into investment decisions plays a crucial role in managing risks and enhancing returns. ESG factors help reduce a company's exposure to risks such as regulatory fines, reputational damage, and operational inefficiencies. For instance, companies with strong environmental policies are less likely to face penalties related to carbon emissions or environmental degradation, while firms with solid governance structures mitigate the risk of fraud and mismanagement (Clark, Feiner, & Viehs, 2015). Additionally, socially responsible companies that engage in fair labour practices and community development enjoy higher employee productivity and customer loyalty, leading to improved long-term financial performance (Khan, Serafeim, & Yoon, 2016).













Figure 3 A Pathway to Sustainable Risk Management and Superior Returns
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Source: Created by Learner

While companies like Tesla and Apple have seen substantial stock price growth through their ESG initiatives, it is important to consider the short-term trade-offs that ESG compliance often entails. These may include increased costs related to regulatory compliance, especially in regions with inconsistent environmental and governance frameworks (Friede et al., 2015). For example, while European firms benefit from the EU’s strong regulatory support, businesses in emerging markets often face more lenient or unclear regulations, making it more difficult to implement effective ESG strategies.
Moreover, achieving meaningful progress on ESG goals requires significant upfront investment, which may reduce short-term profitability, particularly in sectors with complex supply chains or high environmental impact. This can be especially challenging for companies in highly competitive industries where immediate profitability is crucial. While the long-term benefits of ESG integration—such as reduced operational risk and enhanced investor confidence—are well-documented, these short-term financial pressures raise important questions about how companies can balance sustainability with profitability (Khan, Serafeim, & Yoon, 2016).

[bookmark: _Toc178693129]







Figure 4 Comparison of ESG Quintiles on Profitability, Dividend Yield, and Risk Reduction
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Source: (Giese et al., 2019)
[bookmark: _Toc179724793]1.3.1 Gross Profitability and ESG Quintiles: 
Companies with high ESG ratings (Q5) were more profitable compared to companies with low ESG ratings (Q1). Gross profitability (measured as a Z-score) demonstrated that high ESG-rated companies had higher profitability, with the average value over the 10-year observation period reflecting a positive correlation between ESG scores and profitability. For example, exhibit 1 in the document shows that companies in Q5 (top ESG quintile) had a significantly better profitability profile than companies in Q1 (lowest ESG quintile).

[bookmark: _Toc179724794]1.3.1Dividend Yields: 
Higher ESG-rated companies also paid higher dividends. The trailing dividend yield (Z-score) was higher for Q5 companies, with a clear tilt towards high dividend-paying companies within ESG strategies like the MSCI ESG Universal Index. This suggests a positive relationship between high ESG ratings and dividend payments, contributing to better long-term performance for ESG-aligned portfolios. Exhibit 2 shows the relative increase in dividend yields for Q5 over Q1 during the same period.

[bookmark: _Toc179724795]1.3.2Idiosyncratic Risk Reduction: 
The study showed that high ESG-rated companies faced lower idiosyncratic risks, including less frequent severe incidents such as fraud, embezzlement, and litigation. Companies in the highest ESG quintile (Q5) experienced significantly fewer instances of stock-specific downside risks compared to those in the lowest ESG quintile (Q1). Exhibit 4 in the document illustrates that high ESG-rated companies demonstrated a lower frequency of idiosyncratic risk incidents over the 10-year period.
These results quantitatively demonstrate the financial benefits of ESG integration in terms of profitability, dividends, and risk management.

[bookmark: _Toc179724796]1.4The Role of ESG in Boosting Corporate Success Across Sectors
Environmental, Social, and Governance (ESG) factors have become a critical aspect of corporate strategy across various industries. Companies that integrate ESG considerations into their business operations tend to demonstrate improved long-term financial performance, increased investor confidence, and enhanced operational efficiency. The influence of ESG factors varies across sectors due to the distinct nature of environmental, social, and governance challenges faced by different industries. However, there is consistent evidence that companies excelling in ESG practices generally experience sustainable growth and competitive advantages. Below is a detailed exploration of how ESG impacts corporate success across different sectors.
[image: A diagram of a company
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[bookmark: _Toc179724797]1.4.1 Technology Sector
The technology sector has been at the forefront of ESG integration, with companies like Apple, Microsoft, and Alphabet (Google) leading the charge in incorporating sustainable practices into their business models. These companies have adopted ambitious targets for carbon neutrality, energy efficiency, and ethical governance structures.
· Environmental Practices: Apple, for instance, has committed to achieving carbon neutrality across its entire supply chain by 2030. Through the use of renewable energy and sustainable sourcing of materials, Apple has reduced its carbon footprint significantly. This has resulted in both cost savings and enhanced brand loyalty, attracting environmentally conscious consumers (Apple Environmental Progress Report, 2020).
· Social Factors: In addition to environmental efforts, Microsoft has prioritized diversity and inclusion within its workforce. By promoting gender equality and offering robust employee benefits, Microsoft has enhanced its reputation as a socially responsible company, attracting top talent and improving productivity (Microsoft Environmental Sustainability Report, 2024).
· Governance: Tech companies, particularly large multinational firms, have adopted strict governance frameworks to ensure transparency, mitigate risks related to data privacy, and align with investor expectations. Alphabet (Google), for instance, regularly updates its governance policies to address emerging challenges like cybersecurity and ethical AI development (Alphabet Corporate Governance, 2023).
By integrating ESG factors, technology companies have not only reduced their operational risks but have also gained significant investor interest, as evidenced by stock price growth and improved market valuations.

[bookmark: _Toc179724798]1.4.2 Consumer Goods Sector
Companies in the consumer goods industry, like Unilever, Procter & Gamble, and Nestlé, have recognized the growing consumer demand for sustainable products. ESG integration in this sector primarily focuses on sustainable sourcing, responsible packaging, and ethical labour practices.
· Environmental Responsibility: Unilever’s Sustainable Living Plan focuses on sourcing materials like palm oil and cocoa from sustainable farms, reducing the company’s environmental footprint. This initiative not only aligns Unilever with global sustainability goals but has also enhanced consumer trust, increasing brand loyalty (Unilever Annual Report, 2021).
· Social Engagement: Unilever and Nestlé have implemented strong social programs related to fair wages and safe working conditions within their supply chains. This focus on ethical labour practices ensures better relations with suppliers and improves operational efficiency, ultimately contributing to improved profit margins (Nestlé Creating Shared Value Report, 2021).
· Governance: These companies have also adopted transparent governance frameworks to ensure accountability at all levels of the organization. This includes adhering to strict corporate governance standards, which has helped in reducing reputational risks associated with scandals or regulatory violations.
The emphasis on ESG factors has led to enhanced financial performance in this sector, as consumers increasingly favour brands that prioritize sustainability and ethical practices.

[bookmark: _Toc179724799]1.4.3 Energy and Utilities Sector
The energy and utilities sector faces unique challenges related to environmental impact, particularly around carbon emissions and resource use. However, companies that have adopted robust ESG strategies, such as Tesla, BP, and NextEra Energy, have managed to leverage sustainability for competitive advantage.
· Environmental Innovation: Tesla has become a global leader in renewable energy and electric vehicles, positioning itself at the forefront of the green energy revolution. By focusing on innovation in battery technology and energy storage, Tesla has significantly reduced its carbon footprint, attracted ESG-conscious investors and boosted its stock price by more than 700% from 2019 to 2021 (Tesla Impact Report, 2021).
· Social Responsibility: Energy companies have also started engaging more with local communities to address concerns about environmental impact and social equity. For example, BP has established numerous community engagement programs to ensure that local stakeholders benefit from their operations, thus improving their social license to operate (BP Sustainability Report, 2021).
· Governance: Strong governance structures are crucial in the energy sector, where regulatory compliance and risk management are critical. Companies like NextEra Energy have adopted stringent governance policies that include regular audits and comprehensive disclosure of environmental impact metrics, further strengthening investor confidence (NextEra Energy ESG Report, 2021).

[bookmark: _Toc179724800]1.4.4Financial Services Sector
The financial services sector, including major firms like JPMorgan Chase, Goldman Sachs, and BlackRock, has integrated ESG factors into both investment strategies and internal operations. These firms recognize that ESG practices not only reduce risks but also align with the growing demand for socially responsible investing (SRI).
· Sustainable Investing: BlackRock, the world’s largest asset manager, has emphasized the importance of sustainability in investment decisions. The firm has committed to making ESG metrics a central part of their investment process, ensuring that companies in its portfolio adhere to stringent ESG standards. This strategy has attracted a growing number of investors seeking long-term, stable returns (BlackRock ESG Annual Report, 2021).
· Governance: JPMorgan Chase has adopted robust governance frameworks that prioritize transparency and accountability, particularly in relation to risk management and regulatory compliance. These measures have reduced the firm's exposure to financial penalties and reputational damage (JPMorgan Chase Annual Report, 2020).
By focusing on ESG factors, financial firms have not only enhanced their own operational efficiency but have also contributed to the broader movement towards sustainable finance.

[bookmark: _Toc179724801]1.4.5 Conclusion
Therefore, we have gaps in the knowledge of how ESG factors affect financial performance, and how their operation may differ from industry to industry, as presented in the existing literature. This research will seek to fill these gaps by comparing the following areas: The impact that ESG has on the financial performance and market stability of technology companies; the impact that ESG has on the financial performance and market stability of Consumer goods companies; The impact that ESG has on the financial performance and market stability of Energy companies; The impact that ESG has on the financial performance and market stability of financial companies.
[bookmark: _Toc179724802]Chapter 3
[bookmark: _Toc179724803]1 Methodology
This research aims to investigate the relationship between Environmental, Social, and Governance (ESG) factors and financial performance across various industries and regions. The methodology includes the selection of variables, measurement approaches, industry focus, sample size, statistical analysis techniques, data collection methods, and ethical considerations.

[bookmark: _Toc179724804]1.1 Philosophical Stance
This research adopts a positivist philosophical stance. Positivism emphasizes the use of observable and measurable facts to understand the world, relying on quantitative data to test hypotheses and establish causal relationships. By utilizing statistical methods to analyse the effects of ESG factors on financial performance, this study aims to produce objective and generalizable findings.

[bookmark: _Toc179724805]1.2 Research Approach
The research employs a deductive approach. This means that the study begins with established theories and hypotheses regarding the impact of ESG factors on financial performance. The hypotheses formulated in Chapter 1 will be tested against empirical data to validate or refute the existing theories. Specifically, this approach allows for the examination of the relationships posited in the literature and the formulation of conclusions based on the results of the data analysis.

[bookmark: _Toc179724806]1.3Research Variables
The variables for this study are divided into independent, dependent, and control categories.
The independent variables are the ESG factors, which include Environmental (e.g., carbon emissions, energy efficiency), Social (e.g., labour practices, community engagement, diversity), and Governance (e.g., corporate governance, board composition, anti-corruption policies). These factors are expected to influence corporate performance.
The dependent variables include financial performance indicators such as Return on Equity (ROE), Return on Assets (ROA), stock price growth, profit margins, and revenue growth. Additionally, risk factors such as stock price volatility and operational risk will also be included.
The control variables account for factors that may impact the relationship between ESG and financial performance. These include region (North America, Europe, Asia), industry sector (e.g., Technology, Consumer Goods, Financial Services, Oil & Gas), and company size (measured by market capitalisation or total assets).

[bookmark: _Toc179724807]1.4 Measurement of Variables
To quantify these variables, the study will use reliable, publicly available data sources.
Environmental, Social, and Governance (ESG) factors will be measured through ESG ratings provided by established third-party databases such as MSCI, Sustainalytics, Yahoo Finance, Nasdaq and Statista. These ratings quantify various ESG components, such as carbon emissions (measured in tons), energy efficiency (percentage reduction), and diversity (employee ratios).
Financial performance will be measured through key financial metrics, including:
· Return on Equity (ROE): Calculated as net income divided by shareholders' equity.
· Return on Assets (ROA): Net income divided by total assets.
· Stock Price Growth: Measured by the year-on-year percentage change in stock prices.
Risk factors, such as stock price volatility, will be measured using the standard deviation of stock returns, and operational risk will be assessed through corporate risk disclosures in annual reports. Control variables such as region, sector, and company size will be categorized using the Global Industry Classification Standard (GICS) and obtained from platforms like Reuters and Statista.

[bookmark: _Toc179724808]1.5 Industries Selected
The study focuses on four industries that represent different challenges and opportunities for ESG integration:
· Technology (e.g., Microsoft, Apple), which faces governance and social challenges.
· Consumer Goods (e.g., Unilever, Procter & Gamble), where sustainability and labour practices are critical.
· Oil & Gas (e.g., BP, Shell), with a strong emphasis on environmental risks such as emissions.
· Financial Services (e.g., JPMorgan, Goldman Sachs), where governance and social responsibility are key.
These industries offer diverse perspectives on how ESG factors affect financial performance and risk management across different sectors.

[bookmark: _Toc179724809]1.6 Sample Size
A sample size of 30 publicly traded companies will be selected from the industries. Companies will be chosen based on their market capitalization and the availability of ESG data. Additionally, the companies will be distributed across geographic regions, namely North America, Europe, and Asia. This sample size is expected to provide sufficient statistical power for the regression analysis and ensure that findings can be generalized across industries and regions.

[bookmark: _Toc179724810]1.7 Data Analysis 
The data analysis will involve several key steps:
· Descriptive Statistics: Summarizing the key variables to understand their distribution and characteristics.
· Correlation Analysis: Assessing the strength and direction of the relationships between ESG factors and financial performance.
· Multiple Regression Analysis: Testing the hypotheses and examining the impact of ESG factors on financial performance while controlling for industry and other relevant variables.
 This approach will help determine how changes in Environmental, Social, and Governance factors (independent variables) influence the financial performance, ROE and ROA (dependent variables) of the selected companies while accounting for industry and regional differences.
The regression model is as follows:

Y=β0​+β1​(E)+β2​(S)+β3​(G)+β4​(R)+β5​(Sector)+ϵ

Where:
· Y represents financial performance (e.g., ROE, ROA, stock price growth).
· E, S, and G represent Environmental, Social, and Governance factors.
· R represents the geographic region.
· Sector is a dummy variable representing industry sectors.
· ε is the error term.
The data will be analysed using statistical software such as SPSS or STATA to assess the significance of ESG factors on corporate performance. Static panel data models such as fixed effects and random effects models, as well as the Generalized Method of Moments (GMM), will be used to control for endogeneity and account for dynamic relationships between variables.

[bookmark: _Toc179724811]1.8Data Collection
Data was collected between August 2024 to September 2024, covering the most recent available information for ESG ratings and financial performance metrics for 2023. This time frame was chosen to align with ongoing trends in ESG investing and to ensure that the data reflects the current state of corporate ESG practices. Data for this study will be sourced from several reputable databases to ensure accuracy and reliability. ESG scores will be obtained from established third-party providers, including MSCI and Yahoo Finance. Financial performance data will be collected from company annual reports, investor relations websites, and financial platforms such as Macrotrends, Nasdaq and Yahoo Finance. Bottom of Form
The study includes two main types of data:
ESG Data: This includes ESG ratings from MSCI and Sustainalytics, which assess companies on various criteria within environmental, social, and governance categories. Specific metrics include:
Environmental Score
Social Score
Governance Score
Financial Performance Data: Key financial metrics obtained from Yahoo Finance and company reports, including:
Return on Equity (ROE)
Return on Assets (ROA)
Stock Price Growth
Profit Margin


[bookmark: _Toc179724812]1.9 Ethical Considerations
This study will use only publicly available secondary data from reliable sources. No confidential or proprietary data will be used. All companies included in the analysis are publicly traded, and data will be obtained from legitimate and transparent sources. The research will adhere to strict ethical guidelines, ensuring that the sources of all data are properly cited and that no ethical standards are violated during the analysis.

[bookmark: _Toc179724813]Chapter 4

[bookmark: _Toc179724814]1Introduction
This chapter provides a detailed analysis of the relationship between Environmental, Social, and Governance (ESG) factors and corporate financial performance, market volatility, and investor behaviour across various industries. The analysis seeks to answer the following research questions:
1. What is the impact of environmental practices on the financial performance and market valuation of firms in various industries?
2. How do ESG scores affect stock market volatility, and how do these effects vary across different sectors?
3. How do social elements, such as labour practices and community involvement, influence investor perceptions and stock performance?
4. What is the impact of governance factors, such as transparency and board diversity, on attracting investor interest and improving corporate financial performance?
5. What is the effect of regulatory frameworks and policies promoting ESG factors on the stability and resilience of financial markets?
The dataset includes financial and ESG data from firms operating in multiple sectors, and it covers a range of financial metrics, including return on equity, return on assets, stock price volatility, and market valuation. Using descriptive statistics, correlation analysis, and multiple regression models, the analysis explores how ESG scores and their subcomponents (environmental, social, and governance) impact financial performance. Special attention is paid to sectoral differences and the influence of regulatory frameworks that promote ESG integration.
This chapter begins by summarising the key variables in the dataset and providing descriptive statistics. Following this, the results of the correlation and regression analyses are presented, with a focus on how ESG factors contribute to financial performance, market stability, and investor interest. The chapter concludes by interpreting the findings in the context of the research questions, providing key insights into the role of ESG factors in corporate and market behaviour.

[bookmark: _Toc179724815]1.1 Exploring the Link Between Environmental Practices and Market Valuation

H1: ESG factors, particularly environmental practices, positively influence the financial performance of firms in industries with high environmental and social impacts
This section examines the impact of environmental practices on the financial performance and market valuation of firms across various industries. The key financial performance indicators analysed include Return on Equity (ROE), Return on Assets (ROA), and Stock Price Growth, while the environmental practices are quantified by environmental scores.
To evaluate the relationship between environmental scores and financial performance, a multiple regression analysis was conducted. The analysis included ROE, ROA, and Stock Price Growth as dependent variables, with the environmental score serving as the independent variable.

	Financial Metric
		Coefficient (β)



	



		R-squared



	



		p-value



	




	ROE
		-0.0065



	



		0.016



	



		0.514



	




	ROA
		-0.0042



	



		0.020



	



	0.481

	Stock Price Growth
		-0.0168



	



		0.095



	



		 0.103





[bookmark: _Toc179368021]Table 2 Summary of the multiple regression results, indicating the weak explanatory power of environmental scores on financial performance metrics.
Source: Created by Learner

The results reveal that environmental scores have a minimal impact on financial performance. The R-squared value for the regression model predicting ROE is 0.016, indicating that only 1.6% of the variation in ROE is explained by environmental scores. Additionally, the p-value of 0.514 suggests that this relationship is not statistically significant, with a weak negative coefficient of -0.0065. Similarly, the analysis of ROA shows a non-significant relationship, with an R-squared value of 0.020 and a p-value of 0.481. Stock Price Growth demonstrated slightly higher explanatory power, with an R-squared value of 0.095, but the p-value of 0.103 indicates that this relationship is also not statistically significant.
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Description automatically generated][bookmark: _Toc178693131]Figure 6  Scatter Plot Analysis: Environmental Score vs Financial Performance Metrics (ROE, ROA, Stock Price Growth)

Source: Created by Learner

 The first scatter plot demonstrates no strong relationship between environmental scores and ROE, with a weak negative trend. The second plot for Environmental Score vs ROA reflects a similarly weak relationship. Lastly, the scatter plot for Environmental Score vs Stock Price Growth shows some clustering of data points, but again, there is no evident strong correlation between these variables.
It’s important to consider that the impact of environmental practices may vary by industry. Although the overall results show weak relationships between environmental scores and financial performance, this could be influenced by industry-specific factors. For instance, Chang (2015) found that the positive effects of environmental performance on financial outcomes were more pronounced in heavy-pollution industries, such as manufacturing, where regulatory pressures and stakeholder expectations play a critical role in shaping firms’ environmental strategies​. Additionally, Friede et al. (2015) conducted a meta-analysis of ESG and financial performance and concluded that industries like energy and utilities, which face stringent environmental regulations, tend to show stronger correlations between ESG practices and financial performance.

[bookmark: _Toc179724816]1.1.1 Limitations and Potential Explanations
There are several potential explanations for the weak relationships observed in this analysis. One possibility is that environmental practices are not yet fully integrated into the financial decision-making processes of firms, particularly in industries where environmental considerations are not directly tied to profitability. Additionally, the relatively short period covered by the dataset may not capture the long-term effects of environmental practices on financial performance. Furthermore, other factors, such as market conditions, regulatory environments, or firm-specific characteristics, may have a more significant influence on financial outcomes than environmental practices alone.

[bookmark: _Toc179724817]1.1.2 Mixed Results on ESG and Financial Performance
Several studies have found divergent results regarding the impact of environmental practices on financial performance. For instance, some studies suggest that strong environmental practices can improve financial performance by reducing risks and enhancing stakeholder relationships. On the other hand, some research shows that ecological practices may increase costs, reducing financial performance, especially with high compliance costs. For example, (Horváthová, 2010) found that while environmental practices may improve long-term sustainability, the immediate financial benefits are less clear, and they often vary by region and regulatory environment​.

[bookmark: _Toc179724818]1.2 Impact of ESG Scores on Stock Volatility Across Sectors

H2: Firms with higher ESG scores will experience lower stock market volatility compared to those with lower scores, though this effect will vary across different sectors.
In this section, we examine how Environmental, Social, and Governance (ESG) scores affect stock market volatility and how this relationship varies across different sectors. ESG scores have gained increasing attention as a measure of corporate responsibility and sustainability, and understanding their influence on market performance is crucial for investors. The analysis was conducted using a dataset of 28 companies from various sectors, with ESG scores representing the independent variable and stock volatility as the dependent variable. A multiple regression analysis was performed to quantify the relationship between ESG scores and stock volatility.

[bookmark: _Toc179368022]Table 3 Key Metrics from ESG and Stock Volatility Regression Analysis
	Metric
	Value

		R-squared



	



	0.136

		Adjusted R-squared



	



		0.102



	




	F-statistics
	



		4.076



	




	P-value
	



		0.0539



	




		Coefficient (ESG scores)



	-0.7128



Source: Created by Learner

The regression model yielded an R-squared value of 0.136, indicating that 13.6% of the variation in stock volatility can be explained by ESG scores. The adjusted R-squared value of 0.102 further refines this, accounting for the model complexity. The F-statistic was 4.076 with a p-value of 0.0539, suggesting that the relationship between ESG scores and stock volatility is weak, though it is close to the significance threshold of 0.05. The coefficient for ESG scores was -0.7128, implying that higher ESG scores are associated with a slight decrease in stock volatility. This means that as companies improve their ESG practices, their stock becomes slightly less volatile. However, the p-value for ESG scores was 0.054, indicating that this relationship is marginally significant.

[bookmark: _Toc179724819]1.2.1Sectoral Analysis
The scatter plot analysis revealed that the relationship between ESG scores and stock volatility varies by sector. For example, companies in the energy sector showed higher ESG scores but maintained relatively high stock volatility, possibly due to industry-specific risks. In contrast, technology companies with lower ESG scores exhibited more stable stock prices. This suggests that the impact of ESG scores on volatility is not uniform across industries.

[bookmark: _Toc178693132]Figure 7  ESG Scores and Stock Volatility: A Sectoral Comparison
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Source: Created by Learner

As illustrated in Figure 7, there is a negative correlation between ESG scores and stock volatility for most sectors, though the strength of this relationship varies. The energy and consumer goods sectors display a relatively weak correlation, while the technology sector demonstrates a stronger inverse relationship between ESG scores and volatility.
Overall, the analysis suggests that while there is a marginally significant negative relationship between ESG scores and stock volatility, the strength of this relationship varies by sector. Higher ESG scores tend to reduce volatility slightly, but this effect is more pronounced in some sectors than others. This finding aligns with previous research, such as (Le Sourd, 2022) De and Clayman 2015)), who demonstrated that companies with higher ESG ratings tend to exhibit lower volatility, particularly during periods of heightened market uncertainty​. Similarly, (Chen and Ying, 2023) found that firms with strong ESG performance are less prone to stock price fluctuations, especially in sectors with higher exposure to environmental risks. These findings contribute to the ongoing debate about the financial benefits of ESG practices, indicating that sector-specific factors may influence how ESG scores affect market performance.
One limitation of this analysis is the relatively small sample size of 28 companies, which may reduce the robustness of the findings. Additionally, the model explains only 13.6% of the variance in stock volatility, indicating that other factors beyond ESG scores likely play a significant role in determining market behaviour. This observation is supported by (Le Sourd, 2022), which found that while ESG ratings can reduce specific risks, they are just one element in a complex web of factors affecting financial performance. In conclusion, ESG scores appear to have a marginally significant negative impact on stock volatility, with higher ESG scores leading to slightly more stable stock prices. However, the relationship is weak and varies by sector, suggesting that industry-specific factors play a crucial role in determining how ESG practices influence market behaviour.

[bookmark: _Toc179724820]1.3 The Role of Social Factors in Shaping Investor Perceptions and Stock Performance

The role of social factors, such as labour practices and community engagement, in shaping financial performance remains understudied in industry-specific contexts. This leads to the research question: In what ways do social factors, including labour practices and community involvement, shape investor perceptions and influence stock performance across industries?
H3: Social factors such as labour practices and community engagement positively impact stock performance and investor perceptions
Social factors in the ESG framework encompass labour practices and community involvement, which have been critical toward investors' perception and, consequently, stock performance. Investors, over time, seem to realize that such aspects are indeed indicative of long-term signals concerning a company's approach toward sustainability and risk management. According to studies, a firm with very good labour practices for example, paying good wages, proper safety in working conditions, and maintaining employee satisfaction actually enjoys greater confidence from investors and usually does better in the stock market.
Author (Chen et al., 2023) demonstrates how labour protection regulations can influence managerial decisions such as withholding negative information, often leading to increased stock price crash risk. The study's empirical findings show that countries with weaker labour protection regulations tend to have lower levels of future stock price crash risk. This suggests that when employees face less job security, they are more likely to actively search for and disclose internal company information, thus pre-empting managerial bad news hoarding and reducing stock price crash risk.
Moreover, corporate financial decisions are significantly shaped by labour market risks, especially in labour-intensive industries. According to (Agrawal and Matsa, 2013), firms tend to adopt conservative financial policies to mitigate workers' exposure to unemployment risk. Higher unemployment benefits reduce this risk, allowing firms to increase their leverage without exacerbating workers' vulnerability. This relationship is particularly pronounced in financially constrained firms and sectors with high layoff separation rates, where improved labour protection not only enhances corporate resilience but also attracts positive investor sentiment by signalling effective risk management​. This finding illustrates that labour practices can significantly influence stock market outcomes, which is central to understanding how social elements, such as labour policies, impact investor perceptions and stock performance.
The research focuses on the relationship between employee satisfaction and long-term stock returns; a value-weighted portfolio of the "100 Best Companies to Work for in America" outperformed the industry benchmark by 2.1%, earning an annual four-factor alpha of 3.5% from 1984 to 2009. Moreover, these companies also showed much stronger positive earnings surprises and announcement returns, whereby the stock market reactions to announce earnings were 1.2 to 1.7% more positive relative to their industry peers. These results imply that employee satisfaction can lead to superior stock performance and that the stock market may undervalue this intangible factor (Edmans, 2011).Top of FormBottom of Form
These dynamics indicate that strong labour practices and policies that support workforce stability are crucial not only for operational success but also for fostering positive investor impressions and ensuring favourable stock performance. This highlights the broader impact of social factors within the ESG framework, where labour practices directly influence corporate risk profiles and stock market volatility.

[bookmark: _Toc179724821]1.4 Essential Governance Factors and Their Role in Corporate Performance
H4: Strong governance practices, such as board diversity and transparency, enhance investor confidence and lead to better financial outcomes.
Although strong governance practices are widely recognized as beneficial for firm stability, the extent to which specific governance structures, such as board diversity, impact financial outcomes across industries remains unclear. This leads to the question: What role do governance factors, such as board diversity and transparency, play in attracting investor interest and improving corporate performance?
Governance factors play a crucial role in shaping corporate strategy, decision-making, and financial performance. Key governance factors, such as accountability, ensure that executives and board members are held responsible for their actions, fostering a culture of transparency and trust with investors (Eccles, Ioannou and Serafeim, 2014). Anti-takeover measures and ownership structure help protect a company from hostile takeovers, giving shareholders confidence in the stability of the firm’s leadership and long-term strategy (Bebchuk, Cohen, & Ferrell, 2009). Board structure and size, including CEO duality, where the CEO also serves as the chair of the board, significantly affect decision-making and overall governance quality. According to (ACCA Global, n.d.) a diverse and independent board structure ensures a healthy balance of power and mitigates the risk of corruption or biased decision-making.
Bribery and corruption measures are essential for maintaining ethical business practices, which directly impact a company's reputation and investor confidence (Principles for Responsible Investment, n.d.). Another vital governance factor is shareholder rights, which empower investors to participate in crucial decisions through voting mechanisms, thereby ensuring that their interests are represented in major corporate decisions (Guy, 2024).
In addition to these, transparency remains a cornerstone of good governance. Companies that prioritise transparent reporting practices enjoy greater investor trust and tend to outperform less transparent peers (Eccles, Ioannou and Serafeim, 2014). These governance factors collectively ensure a robust framework for corporate governance, ultimately leading to improved investor confidence and better financial performance.
In respect to empirical research, materiality is most affected by good governance. For example, an effective anti-corruption framework set by a global apparel company would be associated with less child labour within its supply chain. Research shows that governance has the clearest link to financial performance, with factors like anti-bribery and anti-corruption programs, executive pay, and board diversity showing the strongest correlation. This also holds true for fixed-income investors, where business ethics, transparency in executive pay, and board diversity play more significant roles in preventing corporate bankruptcy than environmental and social factors (Steinhaeuser, 2022).
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Source; (Benetyte, Gonenc and Krusinskas, 2021)

Creating and promoting innovation is crucial for businesses to remain competitive in today’s fast-changing environment. Innovation activities, especially in the early stages of research and development (R&D), require substantial financial resources, which may be sourced internally or externally. These resources are allocated to essential processes such as developing innovative ideas, retaining intellectual property, acquiring materials for experimentation and prototyping, and conducting market research. The intensity of innovation investments, as highlighted in the figure, is directly influenced by corporate governance and financial performance (Benetyte, Gonenc and Krusinskas, 2021). A strong governance framework provides a foundation for these investments, promoting transparency and reducing risks, while robust financial performance supplies the capital necessary to sustain innovation efforts. When external borrowing becomes necessary, companies may access funds from banks, credit unions, parent companies, or capital markets, but this can heighten the risks associated with innovative ventures. Innovation investments are also interconnected with broader sustainability goals, including environmental, social, and economic sustainability, which are shaped by governance and financial health. Pre-analysis and financial ratio forecasting thus become critical in predicting a company’s ability to manage innovation risks and optimize capital allocation. Together, these factors corporate governance, financial strength, and innovation intensity not only enhance profitability but also ensure a company’s long-term viability within the global sustainability landscape.
While governance structures such as board diversity are recognized as essential for firm stability, there is limited research on how these governance practices affect firms in different sectors. This study seeks to address this gap

[bookmark: _Toc179724822]1.5How ESG Regulatory Frameworks Enhance Financial Market Stability and Resilience

H5: ESG regulatory frameworks contribute to greater financial stability and resilience, particularly in regions with stringent ESG policies.
Considerations of regulatory frameworks and policies fostering ESG factors are among the prime focuses of recent finance research and policy discussions concerning stability and resilience in financial markets. As various studies show, ESG-focused frameworks do more than encourage responsible corporate behaviour; they also contribute to increased financial stability and resilience within sectors, guided by the infusion of sustainable principles into corporate governance and regulatory guidelines. Embedding ESG factors into financial practices through regulatory initiatives has been linked with improved institutional stability and greater market resilience in unfavourable economic conditions.
Figure 9 Impact of ESG Regulatory Frameworks on Financial Market Stability and Resilience
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Source: Created by learner

Studies such as those by (Tóth et al., 2021) highlight the positive contribution of ESG to financial stability, especially in banking. For example, their findings indicated that within the European banking sector, banks with higher ESG scores tend to have lower non-performing loan ratios. This effect is further magnified by capital standards that curtail risk exposure, underscoring the contribution of ESG integration to financial stability. Regulatory regimes that promote ESG principles provide a conducive environment for responsible investment behaviour and ensure that banks and financial institutions remain resilient during adverse economic conditions. In this sense, ESG factors in financial regulations have proven to be an indispensable tool for risk mitigation, bringing stability into an otherwise risk-exposed banking sector.
Another important effect of ESG policies is how they contribute to reinforcing market resilience, especially during financial crises. (Chiaramonte et al., 2021) conclude that ESG regulations have helped European banks navigate periods of financial turmoil, acting as a shock absorber against market instability. In this study, banks with sound ESG practices maintained operational stability and access to capital during strained economic conditions. The ability to withstand financial turmoil positions ESG as a protective layer that enables financial systems to manage systemic risks. Integrating ESG into regulatory frameworks creates resilient financial systems with robust governance structures that are well-equipped to handle market fluctuations.
The long-term resilience benefits of ESG principles have been witnessed across industries. A recent study by (Owen, 2024) on the UK financial industry demonstrates how the integration of ESG principles increases resilience to climate change impacts and promotes a sustainable economic environment. Owen’s findings underline how regulatory promotion of ESG practices fosters greater environmental and social responsibility within firms, producing positive externalities across the financial ecosystem. By embedding ESG factors into regulatory frameworks, policymakers ensure that firms prioritize sustainability, aligning economic development with environmental resilience an increasingly important alignment as financial markets face mounting pressure to combat climate change.
ESG integration into regulations also underscores key points about risk management, a vital component highlighted in recent research. (Akhil Pasupuleti, Lakshmana Rao Ayyagari and Shankara Rao Akuthota, 2024) explored the post-COVID-19 landscape to identify how firms with high ESG scores fared during financially strained times. Their findings indicate that firms emphasizing ESG factors are more resilient to economic shocks, validating the role of ESG in risk mitigation. Supporting firms that invest in ESG, regulatory frameworks encourage companies to adopt long-term, sustainable strategies instead of focusing solely on short-term profits. This shift in corporate focus from immediate gains to sustainable growth tempers economic cycles by reducing volatility and promoting steady growth across sectors.
Another positive influence of the regulatory push for ESG is the enhancement of market-wide stability. A study by (Lupu, Hurduzeu and Lupu, 2022) shows that high ESG ratings correlate positively with institutional resilience, particularly within European banking sectors. This stability benefits not only individual firms but also the broader market, as ESG-sensitive institutions are less likely to engage in high-risk behaviours. The research highlights how regulatory bodies seek to encourage ESG integration to build financial stability, particularly in volatile banking sectors that can have widespread impacts during economic downturns. On a global scale, (Maharajabdinul, 2024) emphasises ESG’s role as a regulatory tool driving sustainable economic growth, advocating for ESG-centered policies that create conditions conducive to sustainable growth and encourage beneficial economic and social practices.
The collective insights from these studies suggest that ESG is essential in building resilient financial markets and fostering long-term stability. Regulatory frameworks that promote ESG reduce financial risk and support sustainable practices aligned with environmental goals and social equity. This strategic alignment of regulatory policies with ESG principles establishes a foundation for a resilient financial system, one that can better handle economic shocks and evolving societal expectations. Integrating ESG into regulatory frameworks not only influences corporate responsibility but also shapes a resilient global economy, benefiting from reduced volatility and improved risk management. Policymakers, by reinforcing ESG principles in financial regulations, contribute to the broader sustainability agenda, setting an example for other markets and industries. This shift towards ESG-centered regulation underscores the growing understanding that sustainable business practices are closely tied to financial resilience and stability, ensuring that markets adapt to face unprecedented global challenges. As these frameworks continue to evolve, evidence suggests that ESG integration will remain a cornerstone of financial policy, guiding markets towards a stable, equitable, and resilient future.

[bookmark: _Toc179724823]1.5.1ESG Regulatory Frameworks: A Comparative Global Analysis

The integration of Environmental, Social, and Governance (ESG) principles into corporate and financial strategies has gained traction globally, driven by regulatory developments across major regions. However, the approach to ESG regulation varies widely by region, influencing how multinational companies shape their ESG policies and compliance strategies. These regional disparities can significantly affect both operational costs and market performance, particularly for companies that operate across borders.

	Region
		Key ESG Regulations



	



		Focus Area



	



		Impact on Companies



	




	EU

	-Corporate Sustainability Reporting Directive (CSRD)
-EU Taxonomy for Sustainable Activities
	Comprehensive Environmental Reporting & Verification 
Sustainable Finance Compliance
	Requires detailed environmental disclosures, including Scope 1-3 emissions and climate targets. 
- Mandates progressive third-party assurance for reports, starting with limited assurance, increasing compliance transparency (Brightest, 2023).


		U.S. 




	



		SEC’s Proposed Climate Disclosure Rule 
- Voluntary ESG Benchmarking



	



	Investor-Driven Climate Transparency 
Limited Regulatory Enforcement
	Encourages climate risk disclosures to attract investors, though sectoral inconsistencies remain due to voluntary reporting options (Tan, 2024).

		Asia



	



	Japan’s Stewardship Code 
- Singapore’s Environmental Risk Management (ERM) Guidelines & Green Finance Action Plan 
- Hong Kong Stock Exchange Climate Disclosure Proposals
	Green Finance Development 
Climate Risk and Disclosure Requirements
	Diverse regional approaches: Singapore and Hong Kong require sector-specific disclosures, while Japan promotes sustainable stewardship. Compliance levels vary (Latham & Watkins, 2023).
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Source: Created by Learner
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The EU currently poses the most significant action in the regulation of ESG and some of these include the Corporate Sustainability Reporting Directive (CSRD) and the EU Taxonomy for Sustainable Activities. The CSRD expects companies to disclose environmental, social, and governance factors, including particular segments of certain emissions, climate change homework, and goals that correspond to the actuality of the Paris Arrangement. Moreover, under the CSRD, such disclosures need to be assured by independent parties; the assessment will be started with limited assurance and further, by 2028, reasonable assurance will be provided as it is with the common financial audit. This directive was issued to big firms of the EU and some non-EU firms carrying out business in the EU to ensure that the huge expenditure and monetary values arising from reporting activities are well-focused and enhanced to suit the needs of the stakeholders and investors​ (Triggs, Mishkin and Meynier, 2023).

[bookmark: _Toc179724825]1.5.1.2 United States (U.S.)
US ESG regulation is different from the EUs in that it contains several voluntary reporting frameworks and the recently proposed SEC climate disclosure rule. Housed in this rule is the rationality that publicly listed corporations should be compelled to disclose material climate risks, emissions, and any frictions that may accompany the same. Nevertheless, there is no uniform regulation of ESG disclosures in the United States for different sectors due to which such information can be relaxed with and chosen from the field along with industry trends and investor demand. Most U.S. firms still provide ESG disclosure on a voluntary basis for ESG investment purposes, however, the absence of mandatory requirements makes the comparison and quality of ESG disclosures inconsistent (ISS, 2023).

[bookmark: _Toc179724826]1.5.1.3 Asia
Asian countries currently make notable efforts to advance ESG regulation; the first countries to do so are Japan, Singapore, and Hong Kong. Japan has been promoting a stewardship code requiring corporations to consider sustainability and impact on stakeholders for the long run and on the other hand, Singapore has followed a more systematic approach with the issuance of Environmental Risk Management (ERM) guidelines and the Green Finance Action Plan. The principles guiding ERM in Singapore are provided by the Monetary Authority of Singapore and include climate-related financial disclosures and green financing. In Hong Kong, the stock exchange has suggested improvements to the ESG disclosure regime requiring climate-related reporting in line with IFRS Sustainability Standards. This will only become fully effective in 2026 – making Hong Kong’s regulations some of the most stringent in the region. These regulations centre on green finance and climate risk disclosure but their compliance differs across Asian countries depending on their regulatory objective (ISS, 2023).
In conclusion, although the EU’s ESG system is the most rigorous as it is prescriptive and requires reporters to disclose and substantiate their reports, the United States has not set a rigid step but remains mainly driven by investors. This paper explores that ESG regulation remains mixed in Asia and some of the countries such as Singapore and Hong Kong have made higher demands for environmental disclosures. This is due to the differing regional objectives, but there is an observable global shift towards higher ESG responsibilities and disclosures.
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[bookmark: _Toc179724828]1.1Result
It becomes evident from the study that the successful implementation of ESG factors in commerce and the investment market regarding sustainable performance is necessary. Businesses with hearty ESG scores go through several advantages such as better performance, improved risks, and more investors’ trust. Especially important to mention that ESG integration is sector-specific, and some industries, including information technology and consumer goods, reported positive financial performance outcomes due to their sustainability efforts. For instance, Apple’s CARBON NEUTRAL and Unilever’s sustainable sourcing goals enticed consumers as well as investors, thus increasing corporate value.
In addition, ESG galvanically fits into risk management and compliance with the necessary regulatory guidelines for financial stability. According to the study, firms in the European banking sector, with high ESG scores have lower non-performing loan ratios suggesting good credit management (Tóth et al., 2021). ESG has also been confirmed to help companies become more resilient to an economic shock, especially those companies with good ESP standards such as Tesla in a renewable energy field.
The values of the social factors are also vivid since the companies’ policies regarding employment rights and responsibilities, and their relations with the communities influence the market valuation and investors’ actions. Microsoft is an example of an organization proving how Diversity and inclusion policies when done well can improve ESG scores, improve investor loyalty and share market returns. This factor relates to transparency and anti-corruption measures, as well as to strong shareholder rights in guaranteeing corporate stability among the clients of the investment company. Governance quality correlates with improved financial performance as transparency and accountability provide benefits for the ESG interested investors, especially in such a licensed field as the financial one (Lupu & Hurduzeu, 2022).
Finally, the legal solutions supporting ESG integration need to be underlined as critical to stabilizing financial markets. Every financial market-linked policy requires companies to employ sustainable conduction strategies that would enhance market stability, especially during crises. For instance, European rules have made it easier for banks to manage capital unpredictability, thus dampening the variance problem (Chiaramonte et al., 2021). Therefore, the ESG integration that naturally occurs through regulatory backing produces improvements in sustainability at the corporate level and also bolsters the global financial structure in accordance with improvements in the wider economy and environment.
Due to their focus on building resilience and supporting the creation of sustainable wealth, ESG frameworks represent basic instruments that ensure a sustainable increase in value, for the benefit of the company, investors, and the general society.

[bookmark: _Toc179724829]1.2Discussion 
The inclusion of ESG factors into the financial markets now forms one of the significant requirements for increased sustainable development and improved business stability. The results highlighted in this paper suggest that organisations implementing ESG models receive several advantages such as risk minimisation, better vulnerability to crises, and new investor confidence. It supports prior work highlighting that better financial performance is achieved among ESG-focused companies since these improved organizational practices, and reduced risk management issues (Clark, Feiner, & Viehs, 2015).
It is noteworthy that the ESG regulatory frameworks play a crucial role in maintaining the stability of financial markets and are particularly relevant in segments such as banking and energy: the satisfaction of environmental standards in those segments is especially stringent. For instance, the financial institutions from the European region that integrate ESG factors have reported lower non-performing loan ratios than institutions that do not integrate ESG factors indicating better financial position (Tóth et al., 2021). This resilience is further evident in the aspect of operations during economic recession randomly; banks regulated by ESG perform better and continue to have capital access to counter recession impacts (Chiaramonte et al., 2022). 
Nevertheless, this study also established that the sector performs a vital role in determining ESG integration results. Major technology players like Microsoft and Apple are currently setting aggressive milestones for carbon-neutral status, to attract investors who are environment-conscious and to boost their image (Apple 2020; Microsoft 2024). On the other hand, those industries with a large environmental impact, notably the oil and gas industries, face more problems in fulfilling ESG standards. However, ESG integration has been utilized by companies such as BP and Tesla to justify higher market capitalization and better brand image (Tesla, 2021; bp, 2021). The above trend supports the fact that investors who embrace ESG principles, ensure that they develop corporate resilience that creates long-term investors’ allegiance which is key for continuity.
Another of the key findings is that investor perception and stock performance are influenced by social factors. Work and employment relations, business and community relations, and diversity management have been proved to offer better market returns, investor credibility and increment in market capitalizations. For example, while focusing on the materiality of gender diversity, the company managed, on one hand, to enhance its social image and, on the other, experience a boost in the stock price, largely in concordance with (Eccles, Ioannou and Serafeim, 2014), who noticed that the firms adopting sustainable activities perform better as they foster a more sustainable relationship with stakeholders. Therefore, incorporating social components into the ESG models is important for such organizations and organizations that challenge their solvency and credibility among investors.
 Concerning governance, codes allowed administrative regulation to stress freeness, anti-corruption steps, and shareholders’ rights to cut the threats of financial mismanagement. Policies with a governance perspective assist in the creation of the corporate structure, necessary for long-term stability which has been supported in various scholars’ papers such as those of (Bebchuk, Cohen & Ferrell, 2009) indicating that governance leads to better investor confidence and operational stability. Thus, this governance impact is felt in financial institutions because transparency and accountability act as safeguards for preventing a given risk while enabling the firms to appeal to investors interested in ESG principles (Lupu & Hurduzeu, 2022).
Nevertheless, some issues are still existing. The adoption of ESG frameworks has been reported to be costly, particularly to players from emerging markets with often unpredictable legal structures. In the case of smaller firms’ high costs of compliance as well as high capital investments are necessary to put into effect the ESG principles (Friede, Busch & Bassen, 2015). Also, the increased phenomenon of greenwashing – when organizations provide misleading information regarding their environmental and social responsibility standards – threatens to reduce investors’ confidence if the problem is not solved (Macey, 2021).
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In ending this dissertation on the effects of ESG factors on financial returns and risks in various industries, the following findings have been made. These results show just how important ESG practices are as a framework not only for monitoring sustainable performance but also as an inherent factor for boosting performance, sharing credibility, and defence against volatile markets.
This paper blurs the light on the fact that ESG factors, especially in industries that experience increased levels of environmental and social issues, have a certain impact on stock returns and investors’ perceptions. Organizations that include ESG standards in their operations perform better than those that have not embraced ESG policies in the market, especially those that capture the standards demanded by various sectors and regulations in each area. For example, firms with better ESG scores and rankings are found to face less stock risk and are rewarded with better valuations, and also more effective stakeholder management. The evidence above therefore supports the idea that ESG is not simply a compliance issue; it is a performance driver for sustainable value.
However, the analysis also highlights the complex issues about the implementation of the ESG approach. The extent of financial effects of ESG reports differ between industries; industries such as technology and consumer product industries have a more straightforward financial gain seen when implementing ESG while industries such as energy face increased regulatory hurdles. The present paper also acknowledges the issues of ESG data comparability caused by the voluntary approach and variations in disclosure regulations across the regions.
In essence, ESG principles are indeed a radical social change in the field of business and investment, which encourages the transition to sustainable investment. The ongoing shift toward ESG compliance for businesses across the world points toward a trajectory of positive change in the way that companies invest, even if firms that choose to undertake this shift may experience operational or financial disadvantages as a result. Future studies might also extend research on ESG impacts more chronologically to apprehend its long-term consequences on financial solidity and market stability in a wider space and by sectors. Therefore, this research advances the understanding of sustainability and financial performance intersect and provides practical implications to corporate executives, policymakers, and investors enhancing the sustainability of an economy.
 
[bookmark: _Toc179724832]1.1 Recommendations 
From the analysis conclusions, several recommendations can be derived that would help build stronger ESG frameworks in order to produce the greatest potential financial market and business stability.
Hence, enhances ESG reporting standards. Bottlenecks that account for variability in ESG reporting at the sector and region levels can be eliminated leading to improved comparability and thus enabling investors to make sound decisions on a firm’s ESG performance. International organizations like the IFRS could have the power to set a universal ESG standard and check inefficiencies, and malpractices such as greenwashing by companies (Pasupuleti et al., 2024).
This supports compliance with ESG principles through Financial Support. Governments and financial institutions may offer incentives for firms that comply with ESG specifications; these could include tax exemptions or lower interest rates on business loans. Such an approach would ask emerging markets’ small and medium enterprises to integrate ESG compliance standards, where sustainable development does not interfere with profitability while avoiding huge investments (Maharajabdinul, 2024).
Raising the Public Consciousness of ESG Best Practices Media and publicity or awareness of the advantages of ESG can make more people invest in ESG-compliant companies. Well-informed consumers and investors will prefer companies with good ESG scores, providing demand-side pressure to ensure executive adoption of these frameworks in their totality (Unilever, 2021). 
Industry Specific ESG Directives In view of the fact that ESG impacts are industry-specific, industry-specific guidelines will assist in dealing with issues characteristic of each sector. For example, the oil and gas sector could increase the emphasis on the environmental part, the technology sector could be interested in improving governance and social responsibility (La Torre et al., 2021). For experts to best strategies the ESG system of rules, indices relating to ESG have been proposed to be calibrated according to sectors to ensure that the umbrella term of ESG remains highly applicable and realistic for companies of diverse industries. 
Long-term ESG investment is to be encouraged Those authorities should also make efforts to persuade investors to take long-term views of ESG investments. As such disclosures can be made on the long-term advantages and more risk-free returns that are associated with ESG, this shift can be encouraged. The investment tilted towards sustainable growth than the flash-in-the-pan investment drives ESG objectives and helps to make the market more stable in the long run (BlackRock, n.d.).
Control and Supervise Green Advertising Civil and self-regulatory mechanisms need to be tightened up and supplemented by rechecking companies’ actions with the declared ESG programs regularly to combat greenwashing. Sanctions for ESG frauds would shield the investors while maintaining the purity of ESG as an authentic instrument for the sustainable expansion of markets (Macey, 2022). 
Sustainable and Responsible Investment: Main Goal and the Concept of Climate Resilience That is why, if climate risks remain a critical factor affecting the global markets, expanding climate resilience as an aspect of ESG will increase the competitiveness of those businesses that need to adapt to environmental transformations. This integration should also involve mechanisms for adapting to resource availability and maximum allowable emission goals and make companies more ready to encounter climate-related shocks and disturbances (Owen, 2024).
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Appendix A Summary of ESG Ratings for Selected Companies
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Sector Region  CompanyESG scoresEnvironmental Social Governance

TechnologyNorth AmericaApple Inc. (AAPL) - USA 17.2 0.5 7.4 9.4

North AmericaMicrosoft Corp.

 (MSFT) - USA

15.1 1.5 7.5 6.1

North AmericaGoogle (Alphabet Inc.)

 (GOOGL) - USA

24.2 1.6 11.2 11.5

Energy (Renewable & Non-Renewable)North AmericaExxon Mobil Corp.

 (XOM) - USA

41.6 23.1 10 8.5

North AmericaChevron Corp.

 (CVX) - USA

36.6 17 9.2 10.4

North AmericaNextEra Energy

 (NEE) - USA (Renewable)

23.3 9.4 8.3 5.6

Consumer GoodsNorth AmericaProcter & Gamble Co.

 (PG) - USA

28.6 9.6 12.2 6.7

North AmericaCoca-Cola Co.

 (KO) - USA

21.6 7.2 9.5 4.9

North AmericaPepsiCo Inc.

 (PEP) - USA

22.1 7.3 9.6 5.2


Microsoft_Excel_Worksheet.xlsx
Sheet1

		Sector		Region 		Company		ESG scores		Environmental		Social		Governance		ROE		ROA 		Profit margin 		Stock Volatility (%)

		Technology		North America		Apple Inc. (AAPL) - USA		17.2		0.5		7.4		9.4		156.08		27.51		25.306		22.24%

				North America		Microsoft Corp. (MSFT) - USA		15.1		1.5		7.5		6.1		32.829		17.209		35.956		19.74%

				North America		Google (Alphabet Inc.) (GOOGL) - USA		24.2		1.6		11.2		11.5		26.041		18.339		24.007		20.57%

		Energy (Renewable & Non-Renewable)		North America		Exxon Mobil Corp. (XOM) - USA		41.6		23.1		10		8.5		17.57		9.92		10.45		20.91%

				North America		Chevron Corp. (CVX) - USA		36.6		17		9.2		10.4		13.22		8.18		10.63		15.50%

				North America		NextEra Energy (NEE) - USA (Renewable)		23.3		9.4		8.3		5.6		10.87		3.54		26		13.45%

		Consumer Goods		North America		Procter & Gamble Co. (PG) - USA		28.6		9.6		12.2		6.7		30.092		12.24		17.367		19.33%

				North America		Coca-Cola Co. (KO) - USA		21.6		7.2		9.5		4.9		38.95		10.95		23.417		23.84%

				North America		PepsiCo Inc. (PEP) - USA		22.1		7.3		9.6		5.2		49.12		9.109		9.9201		28.01%

		Healthcare		North America		Johnson & Johnson (JNJ) - USA		24		0.9		15		8		19.377		7.9531		41.279		27.87%

				North America		Pfizer Inc. (PFE) - USA		24.6		2.1		12.9		9.6		2.43		0.9589		3.6225		15.30%

				North America		Gilead Sciences Inc. (GILD) - USA		23		1		14.3		7.6		24.67		9.0334		20.89		17.02%

		Technology		Europe		SAP SE (SAP) - Germany		12.7		2.4		5.1		5.2		8.29		5.27		19.67		15.44%

				Europe		ASML Holding (ASML) - Netherlands		9.6		3.3		2		4.3		58.27		19.62		28.44		24.91%

				Europe		Siemens AG (SIE) - Germany		28.5		9.9		10.7		7.9		16.05		5.86		10.22		24.20%

		Energy (Renewable & Non-Renewable)		Europe		BP plc (BP) - UK		35.1		17.5		8.9		8.7		18.57		5.67		7.15		28.02%

				Europe		Ørsted A/S (ORSTED) - Denmark (Renewable)		17.3		4.6		8.5		4.2								41.55%

		Consumer Goods		Europe		Unilever plc (UL) - UK		24.6		7.2		10.3		7.1		34.39		9.49		10.88		22.96%

				Europe		Nestlé S.A. (NESN) - Switzerland		27.3		10.7		11.7		4.9		31.63		9.09		12		20.77%

				Europe		L'Oréal S.A. (OR) - France		18.7		4.4		7.2		7.2								21.63%

		Healthcare		Europe		AstraZeneca plc (AZN) - UK		21.8		2.1		12.8		6.9		15.22		5.89		12.9991		28.25%

				Europe		Roche Holding AG (RHHBY) - Switzerland		21.76								37.15		13.66		19.02		33.78%

		Technology		Asia		Samsung Electronics (005930.KS) - South Korea		19.4		0.8		7.5		11.1		4.1		3		6		22.65%

				Asia		Sony Corporation (6758.T) - Japan		17.4		3.4		9.5		4.4		12.64		2.87		7.45		86.03%

		Consumer Goods		Asia		Toyota Motor Corp. (7203.T) - Japan		29.8		6.1		12.9		10.7		14.39		5.63		10.97		26.85%

				Asia		Tata Motors (TTM) - India		27.5		7		13.9		6.6		26.21		11.95		10.78		23.18%

				Asia		Honda Motor Co. (7267.T) - Japan		28.7		7.1		13.6		8		9.09		3.97		5.41		18.83%

		Healthcare		Asia		Takeda Pharmaceutical Co. Ltd. (TAK) - Japan		22.3		1.6		12.7		8		1.98		0.95		3.38		39.79%

						Astellas Pharma Inc. (4503.T) - Japan		19		1.2		10.9		6.9		1.07		0.48		1.06
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TABLE 1: SELECTION OF MATERIAL ESG FACTORS?”
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