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Abstract

This study investigates whether strong performance on Environmental, Social and Governance (ESG) criteria is
reflected in the share prices of large-capitalisation firms listed on the New York Stock Exchange (NYSE). Using
annual data for the 50 largest NYSE companies over 2014 — 2023, we construct a balanced panel with end-of-
year market prices and conventional financial controls. Panel-data regressions are estimated sequentially with
pooled OLS, fixed- and random-effects specifications; diagnostic tests indicate heteroskedasticity and serial
correlation, so the final inference relies on feasible generalized least squares (FGLS). Aggregate ESG scores show
a positive, significant link to stock prices; governance exerts the strongest influence, environmental factors follow,
and social effects are weaker.

1. Introduction
1.1. Overview of ESG practices

In pursuit of sustainable development (SD) goals, businesses are increasingly demonstrating concern for
environmental and social issues in both their operational activities and their relationships with stakeholders (van
Marrewijk, 2013). Enterprises are currently implementing SD initiatives not only as a public relations tool to
reshape corporate image but also to emphasize their social responsibility commitments (Du et al., 2010).
Accordingly, sustainable development practices may serve as a strategic approach to attracting customer attention,
thereby enhancing revenue and increasing the firm's market value (Luo & Bhattacharya, 2006).

The existing literature reveals a lack of consensus on the impact of ESG on stock prices, though various studies
indicate a correlation. For instance, Semenova et al. (2010) and Semenova and Hassel (2019) demonstrated a link
between environmental practices and stock prices. Hanley et al. (2016) argue that environmental policies serve as
an effective tool for attracting investors. Stafsudd and Jonnergard (2010) suggest that social managerial abilities
influence firm value. Similarly, Letza et al. (2014), along with Donaldson and Preston, adopt a stakeholder-
oriented value model, concluding that social practices affect firm value.

To address this research gap, this study will examine the impact of corporate sustainability performance (CSP),
as measured by ESG criteria, on the stock prices of listed companies on the U.S. stock market. Based on the
findings, the study aims to propose recommendations for implementing sustainable development actions to help
stabilize and optimize stock prices. The data is collected based on prestigious ESG platform and finance data,
including S&P Global ESG Score and Yahoo Finance.

1.2 Literature review and theoretical framework

This study bases on seven theories: Agency Theory, Legitimacy Theory, Institutional Theory, Resource-Based
View (RBV), Signaling Theory and Social Contract Theory. Together, these theories provide a comprehensive
foundation for understanding why and how companies adopt sustainability strategies and disclose related
information, particularly in the context of legitimacy, stakeholder expectations, competitive advantage, and
institutional pressures.

The concept of value relevance underpins the examination of how both financial and non-financial information,
particularly ESG-related disclosures, influence firm valuation. Rooted in Ohlson’s (1995) residual income
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valuation model, this framework has evolved through the contributions of scholars such as Barth and Clinch
(2009), who integrated scale effects and enhanced its empirical applicability. The literature affirms that while
traditional accounting metrics (e.g., earnings, book value) remain central to valuation, ESG disclosures are
increasingly recognized as incrementally value-relevant, particularly in addressing information asymmetry and
capturing sustainability-related risks and opportunities (Hassel et al., 2005; Schadewitz & Niskala, 2010; De Klerk
et al., 2015).

Empirical findings suggest a nuanced impact of ESG on stock price performance. While several studies highlight
short-term negative market reactions to ESG activities (Brammer et al., 2006; Sini, 2012), a growing consensus
points to the long-term positive effects of ESG integration on firm valuation and shareholder returns (Davidson
et al., 2019; Derwall et al., 2005; Eccles et al., 2012). Furthermore, ESG-focused investment strategies exhibit
resilience during periods of financial distress and appear to mitigate downside risk (Zhu, 2017; Hartzmark &
Sussman, 2019). These insights support the proposition that ESG performance contributes materially to stock
market behavior and should be considered in contemporary valuation models.

This paper proposes the 1st hypothesis as following:
H1: ESG scores have a positive impact on US stock price.
H1A: ESG scores have a negative impact on US Stock price.

Furthermore, much past literature reveals that movements of stock prices depend on accounting variables.
Canadian Center of Science and Education (2014) claimed that among the internal factors, firm specific factors
such as dividend per share (DPS), earnings per share (EPS) and book value per share (BVPS) affect the
determining of stock price. Khurram Shehzad, Aisha Ismail (2014) also investigated the importance of accounting
information for stock market responsiveness, as they found there is a relationship between the changes in share
price and changes in accounting variables (EPS and BVPS). In an Empirical Investigation on Jordanian Banks,
Lina Hani Warrad (2017) studied the effect of Market Valuation Measures on Stock Price, and the results of the
study show that market valuation measures (including BVPS and EPS) have a significant effect on banks’ stock
prices. Hence, we will include BVPS and EPS as explanatory variables.

As early as 1979, Carroll emphasized the significance of corporations fulfilling their economic responsibilities to
address societal consumer needs. This perspective was later reinforced by Miremadi et al. (2012), who discovered
that, over the past decade, consumers have been willing to pay up to an additional 5% for environmentally friendly
products, provided that these products perform comparably to conventional alternatives. Nevertheless, the
contribution of each pillar differs when assessing overall performance metrics. Ziegler et al. (2007) concluded
that a company's environmental performance has a greater impact on its overall value compared to its social
performance.

Given the growing societal focus on environmental concerns, I aim to examine whether environmental factors
exert a stronger influence on a company's stock prices than social or governance aspects. Based on this reasoning,
I propose Hypothesis 2.

H2: The environmental pillar score impacts the stock price more than social or governmental pillars.

H2A: The environmental pillar score impacts the stock price less than social or governmental pillars.

2. Methodology
2.1 Dataset

The research sample consists of 50 largest market capital which are publicly listed companies on the U.S. stock
market during the period from January 1 2014 to December 31 2023. Most existing studies on bank stock prices
adopt a research period ranging from 7 years (e.g., Alireza Mousav, 2017) to 10 years, while some studies use
shorter periods, such as 4 years (e.g., Tilawatil Ciseta Yoda, 2019). The years 2019 to 2021 were significantly
affected by the COVID-19 pandemic, which may have distorted financial indicators. Meanwhile, the period 2022—
2023 is considered too short to ensure sufficient data robustness. Therefore, in addition to covering the five-year
period from 2019 to 2023, it is important to include a broader timeframe that captures market conditions unaffected
by extraordinary events. Moreover, extending the time period helps increase the validity of the findings while
keeping the sample size manageable. For these reasons, this study adopts a 10-year time frame, from 2014 to
2023.
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Information on ESG indicators is collected based on the S&P Global ESG Score. The S&P Global ESG Score
measures a company’s performance on and management of material ESG risks, opportunities, and impacts
informed by a combination of company disclosures, media and stakeholder analysis, modeling approaches, and
in-depth company engagement via the S&P Global Corporate Sustainability Assessment (CSA). The Corporate
Sustainability Assessment includes 62 industry-specific questionaries. You can view sample industry
questionnaires for Banks, Pharmaceuticals, and Metals and Mining. CSA invited companies can access the most
recent industry questionnaire in the CSA portal.

Financial indicators such as BVPS and EPS and Market data such as Stock price at year and are gathered and
downloaded through Yahoo Finance.

2.2 Implementation Steps

Step 1: Descriptive Statistics Analysis

Descriptive statistics are used to summarize the basic features of the collected data in order to provide a
comprehensive overview of the research sample. In this study, descriptive statistics include the mean, maximum
value, minimum value, and standard deviation of the variables used in the model.

Step 2: Correlation Analysis

Correlation analysis is applied to examine the relationships among the variables in the model. This helps to predict
the degree of influence that explanatory variables have on the dependent variable and to detect the presence of
multicollinearity. The correlation level between variables is represented by the correlation coefficient (r).

Step 3: Regression Analysis

Regression analysis is used to measure the extent to which independent variables affect the dependent variable.
The p-value from the regression results indicates the statistical significance of the impact of each independent
variable on the dependent variable. Commonly accepted significance levels used in the analysis are 1%, 5%, and
10%.

Step 4: Testing model specification disabilities

Multicollinearity test using the Variance Inflation Factor (VIF):

In this study, the VIF is used to detect multicollinearity among the variables in the model. If the VIF value is less
than 10, the model is considered free from multicollinearity. Conversely, a VIF value greater than 10 indicates the
presence of multicollinearity.

Heteroskedasticity test using the Modified Wald test

After testing for potential model specification disabilities, if none of the aforementioned problems are detected, it
can be concluded that the model is reliable for estimating the effect of independent variables on the dependent
variable. In the case of multicollinearity, one of the highly correlated variables may be excluded from the model.
If other specification disabilities are present, FGLS methods may be employed to address them.

2.3 Applied algorithms

To assess how a firm's ESG scores impact its stock price, we apply Ohlson's valuation model (1995). This model
links a firm's market value to accounting information, such as current and future earnings, dividends, and book
asset values. Ohlson also notes that the model can incorporate other value-relevant, non-accounting information.
As ESG performance represents the key nonfinancial variable, previous studies—such as those by Miralles-Quiros
et al. (2018) and Kim and Cho (2006)—have utilized this model to assess ESG performance.

In this study, we adopt the model of Barth and Clinch (2009), who emphasized equity book value and earnings as
primary variables. Accordingly, we use the specification suggested by Barth and Clinch to establish our valuation
model:

Pf=a+ B,.BVPS} + B,. EPS}+ B3.ESG}+ &f

The dependent variable is P}, the stock price of firm i at the end of year t. The two independent variables in year
t are the book value per share of firm, BVPS, and the earnings per share of firm, EPS}. The error term, &f is the
residual for the price per share of firm i in year t.

ESG! is the ESG score of firm i in year t. The coefficient on the ESG score, B; will be significantly positive if
evidence supports the empirical hypothesis.

Regression method

The indicators related to the research will be collected and calculated in Excel, followed by data cleaning to ensure
that the dataset is properly formatted for use in Stata 17.

Panel data regression

In this study, panel data in the form of firm-year observations are used for regression analysis. Panel data offer
the advantage of capturing both time-series and cross-sectional variations, making it suitable for analyzing
complex data that fluctuate across both dimensions. The regression methods employed include Pooled Ordinary
Least Squares (Pooled OLS), Fixed Effects Model (FEM), and Random Effects Model (REM).
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After selecting the appropriate model, the study proceeds to conduct various diagnostic tests to detect potential
model specification errors. The statistical software Stata 17 is employed to perform regression analysis techniques
and conduct model diagnostic tests.

3. Result

3.1 Descriptive statistics
Based on data collected from 50 stocks listed on the NYSE, the results are as follows.

\Variables Observations Mean Standard deviation Min Max
Stock price 500 61,43 67.2 11,55 665,00
ESG Scores 500 60.84 6.73 37.08 75.44
Env 500 64.17 9.37 32.54 82.98
Soc 500 61,49 7,17 32,2 80,68
Gov 500 58,13 11,93 28,81 81,11
BVPS 500 40,51 149,96 10,01 199,50
EPS 500 4,77 10,02 -2,5 132,61

Table 4. 1: Descriptive Statistics
(Source: author analyses and synthesizes)

Table 4.1 presents the descriptive statistics for both dependent and independent variables, encompassing the mean,
median, standard deviation, as well as minimum and maximum values. The average ESG score among European
and US firms in the sample is reported at 60.84, with actual scores spanning from 37.08 to 75.44 within the
theoretical range of 0 to 100. This indicates noticeable variation between the top-performing and lower-performing
companies in the dataset. Regarding the individual ESG components, the average environmental score is 64.17,
the social score is 61.49, and the governance score is 58.13. The medians for these variables are marginally higher
than their respective means, suggesting the presence of firms with low scores that pull down the average values.

3.2 Correlation analysis among the variables

Table 4.2: Corelation Analysis

Stock price |BVPS EPS Env Soc Gov ESG
Scores
Stock |1
rice
BVPS (0,302 1
0,000
EPS 0,448 0,232 1
0,000 0,000
Env 0,096 0,064 -0,028 1
0,034 0,898 0,744
Soc 0,155 0,046 0,005 0,695 1
0,002 0,119 0,513 0,044
Gov 0,128 0,058 0,087 -0,038 -0,075 1
0,000 0,041 0,000 0,000 0,000
ESG (0,174 0,082 0,074 0,511 0,619 0,761 1
Scores
0,003 0,003 0,000 0,000 0,000 0.048
Table 4. 2: Corelation Analysis
(Source: Author analyses and synthesizes)
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Variables Pooled OLS FEM REM
Regression Significant [Regression Significant [Regression  [Significant
coefficient level (P>t|) |coefficient level (P>t]) |coefficient  [level (P>[t])
BVPS 2,389 0,306 0,086 0,704 0,0198 0,775
EPS 5,3479 0,000 0,542 0,000 0,3734 0,000
Env 0,624 0,725 0,4428 0,071 0,1674 0,082
Soc 0,4561 0,000 -1,8858 0,201 -2,6649 0,057
Gov 0,78443 0,535 1,0853 0,635 -4,0862 0,698
ESG Scores 1,9114 0,946 0,852 0,247 0,608 0,303
| cons 31,87 0,120 32,224 0,446 34,864 0,500
Prob > F 0,0000 0,0000 0,0000
IAdjusted R"2 0,5393 0,5072 0,5269
F-statistic 19,39 13,73 108,32
/Wald,Chi2

3.4. Breusch and Pagan Lagrangian Multiplier (LM) test

Table 4. 3: Regression table
(Source: Author analyses and synthesizes)

Chi2 Prob > chi2
37,74 0,0000
Table 4. 4: LM test
(Source: Author analyses and synthesizes)
3.2. Hausman test
Chi2 Prob > chi2
18,74 0,0000
Table 4. 5: Hausman test
(Source: Author analyses and synthesizes)
3.3. Testing for potential model disabilities
Variables \VIF 1/VIF
BVPS 2,91 0,343768
EPS 2,62 0,382330
Env 2,32 0,430645
Soc 1,78 0,562174
Gov 1,73 0,577891
[ESG Scores 1,68 0,595277
Mean VIF 2,08
Table 4. 6: Test Using VIF
(Source: Author analyses and synthesizes)
Chibar2 Prob > chibar2
191,26 0,0000
Table 4. 7: Modified Wald test.
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Chi2 Prob > F
6,388 0,0252

Table 4. 8: Autocorrelation test
(Source: Author analyses and synthesizes)
3.4. Repairing the disabilities using FGLS

Variables Regression coefficient P>|t|

BVPS 0,039 0,009
EPS 0,397 0,005
Env 0,069 0,000
Soc 0,017 0,002
Gov 0,102 0,035
ESG Score 0,273 0,000
| cons 22,363 0,000
(Wald chi2 15,48

Prob > chi2 0,0000

Table 4. 9: Model FGLS

(Source: Author analyses and synthesizes)
From the above results, it can be observed that the sig values of all independent variables are less than 5%. In
other words, these independent variables are statistically significant at the 5% significance level, and therefore
will be retained in the model. Consequently, the final model will take the following form:
P= 22,363 + 0,039BVPS + 0,397EPS + 0,273ESG + &!
Based on the above regression model, we can conclude that EPS has the strongest impact on stock prices,
exceeding that of BVPS, which is consistent with prior studies. ESG also has a positive and significant effect,
suggesting that the market places higher value on firms with stronger sustainability performance
In conclusion, our results indicate that ESG performance is value relevant and exhibits a positive relationship with
stock price, aligning with the predictions of stakeholder theory. These outcomes imply that firms with higher ESG
scores are recognized and valued by stakeholders, and that ESG-related investments contribute to value creation.
A further analysis of the individual ESG pillars reveals that the Environmental score is not more value relevant
than the Governance score. Although the Environmental score demonstrates statistical significance, the regression
coefficients for the Governance score are comparatively higher than those for the Social or Environmental scores.
So the H1 will be accepted, H1A will be rejected, H2 will be denied and H2A will be partially accepted as the
environmental score is more significant than the social score but less significant in comparison to the governance.
We have the following summary table:

Hypothesis Conclusion
HI H1: ESG scores have a positive A
impact on US stock price. P
HIA HI1A: ESG scores have a negative :
. b Rejected
impact on US stock price.
H2 H2: The environmental pillar score

impacts the stock price more than | Rejected
social or governmental pillars

H2A H2A: The environmental pillar

score impacts the stock price less | Partially Accepted

than social or governmental pillars

Table 4. 10: Summarized results of our hypotheses.

(Source: Author analyses and synthesizes)

4. Conclusion

The relationship between ESG and corporate financial performance remains debated, but growing awareness of
sustainability has increased interest in its impact on stock prices. This study examines the effect of ESG
performance on stock prices using panel data, addressing a gap in prior research that largely focuses on stable
market periods rather than crisis contexts such as the COVID-19 pandemic.
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Existing literature suggests that strong ESG practices enhance corporate reputation, attract investors, reduce stock
price volatility, and improve resilience during market downturns, potentially acting as a financial hedge.
Governance performance is particularly valued by investors, while environmental improvements attract interest
in green and regulated markets.

Empirical results from this study confirm a positive relationship between ESG scores and stock prices, with
governance showing the highest value relevance. The findings also indicate that ESG performance helped stabilize
stock prices during the COVID-19 period, reinforcing the strategic importance of ESG investment for sustainable
financial outcomes.

— O 00

12.
13.

14.

15.

16.

17.

18.

19.
20.

21.

22.

23.

24.

25.

27851

REFERENCES
Agle, B. R., Mitchell, R. K., & Sonnenfeld, J. A. (2008). The importance of having powerful
stakeholders. Academy of Management Journal, 51(2), 207-224.
Bansal, P. (2005). Evolving sustainably: A process model of corporate environmental adaptation.
Academy of Management Journal, 48(1), 17-36.
Barth, M. E., Beaver, W. H., & Landsman, W. R. (2001). The relevance of the value relevance literature
for accounting standard setting: Another view. Accounting Horizons, 15(1), 87-103.
Bebbington, J., Larrinaga, C., & Moneva, J. M. (2008). Corporate social reporting and social contract:
Evidence from Spain. Accounting, Auditing & Accountability Journal, 21(3), 316-339.
Beisland, L. A. (2009). Voluntary accounting information and firm valuation. Journal of International
Accounting, Auditing and Taxation, 18(1), 17-29.
Bhat, G. A., Hope, O. K., & Kang, T. (2006). Corporate governance and the timeliness of annual report
disclosures. The Accounting Review, 81(2), 439-468.
Brooks, C. (2014). Introductory econometrics for finance (3rd ed.). Cambridge university press.
Canadian Center of Science and Education. (2014).
Carroll, A. B. (2015). Corporate social responsibility. Organizational Dynamics, 44(2), 87-96.
Chen, Y., Hung, M., & Wang, Y. (2018). Corporate social responsibility and earnings management: The
conflicting consequences of voluntary disclosure. Journal of Business Ethics, 150(4), 1065-1083.

. Connelly, B. L., Ketchen, D. J., Jr., Slater, D. J., & Gupta, A. (2011). Signaling theory: A review and

assessment. Journal of Management, 37(1), 39-67.

Craig Deegan. (2006).

Davidson, R., Dey, A., & Smith, A. (2019). Do social and environmental activities increase firm risk?
Evidence from the BP oil spill. Journal of Accounting and Public Policy, 38(2), 38-56.

De Bakker, F. G., Groenewegen, P., & Den Hond, F. (2005). A bibliometric analysis of 30 years of
corporate social responsibility research. Business & Society, 44(3), 283-317.

Deegan, C. (2002). The legitimising effect of social and environmental disclosures—a theoretical
foundation. Accounting, Auditing & Accountability Journal, 15(3), 282-311.

Deegan, C., & Unerman, J. (2011). Financial accounting theory. European Accounting Review, 15(2),
181-213.

De Klerk, M., De Villiers, C., & Van Staden, C. J. (2015). The influence of corporate social responsibility
disclosure on share prices: Evidence from the United Kingdom. Sustainability Accounting, Management
and Policy Journal, 6(1), 61-83.

DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism and
collective rationality in organizational fields. American Sociological Review, 147-160.

Donaldson, T. (1982). Corporations and morality. Englewood Cliffs, NJ: Prentice-Hall.

Donaldson, T., & Preston, L. E. (1995). The stakeholder theory of the corporation: Concepts, evidence,
and implications. Academy of Management Review, 20(1), 65-91.

Donaldson, J., & Preston, L. (1995). The stakeholder theory of the corporation: Concepts, evidence, and
implications. Academy of Management Review, 20(1), 65-91.

Drobetz, W., Gribowski, T., & Schmid, M. M. (2015). Corporate social responsibility and financial
performance: A meta-analysis. Corporate Social Responsibility and Environmental Management, 22(4),
213-227.

Du, S., Bhattacharya, C. B., & Sen, S. (2010). Maximizing business returns to corporate social
responsibility (CSR): The role of CSR communication. International Journal of Management Reviews,
12(1), 8-19.

Dunfee, T. W. (2006). The importance of the social contract in corporate governance. Available at SSRN
941885.

Dyllick, T., & Hockerts, K. (2002). Beyond the business case for corporate sustainability. Business
Strategy and the Environment, 11(2), 130-141.

www.ijariie.com 1571



Vol-11 Issue-6 2025

IJARIIE-ISSN(O)-2395-4396

26. Dyllick, T., & Muff, K. (2015). Organizational purpose as the key to corporate sustainability.
Organization Management Journal, 12(2), 210-222.

27. Dyllick, T., & Muff, K. (2016). Clarifying the meaning of sustainable business: Introducing a typology
from business-as-usual to true sustainability. Organization & Environment, 29(4), 463-487.

M A wek MSCL| - TeCleg MACH (4] Mk Msct T Such Mt
| ! ¥ \ .
ST TCigl L N m.m"'“""m. Mk T O[O TaCieghy L Npa ST clg e -
AMuerw) Abxt
12‘:’:’:‘“ ST ClasM M| ;’:‘“""\,"“w bode A | 21 Adeebe ADBE : Ao Nen D Bede A ! Frgme ALTH :"“' A
: Devices Ine tineoe
. Poucklt NVDUA : o ity inte . Bl Agle Clog b o
3 Lindephe ‘ 1 W 8 MAK ) ) ) !
Linde [ m!ﬁ!* oot Dhodede A [ ETT MY T A mu%m A e Mh A
M Anvlat
Phceonk AN B% L P e menskna | o7 o 00 4 | Dm0 QENu A OMn M Sy A
o Copornion Xv et Q
10 et Orck - ok l Fertie
!mmunmm e M "‘r RCL Mhste A .t:q-‘ o \inig A My HL  Swkkmlo A u b FINT Aseed vy A
Mir e fam
) Modno Clog M e Datvd . Ty e Abade GO0 DAy b
§ o ¥ )
Sfmbe XL TR M| M Sl A Cmmu m A ‘;‘mmm gy | e gt
AL it
’ (ukoest TRl Tadewh e gy g0
fleminbooh TS Bhde ML | M oM dede A mﬁm o A SR PN u:n T Relpn A
e The
1 , Shrsty . Smh < Frver G . Stk Bl . Oeon
Tehee ke M Wass M| 0 S - Lo e T Mok L 1 0 e kA
it fw‘ w Ny
pOlA 0 e A 1) Compmthity TEL Mot A | 35 Copenti COT T Rined  x TouN o™ olad A
e 1 s dheedt Proveetin L I
1 Heviet Kires
vm’“"’""""m Wabes A | el WE oOT A NZ’N“,\( :‘?:‘A w?‘“’"‘ LY Daxpkn A Raty KN Bkdere A
Fderttive o (l:w Caneny
. Dkl L )  Abwsls ! : Wirkda Rare
WM 0 T A | e BOD Tomktt 4| 00T AR Bk A ni.mm i A Wow AL A
(List of 50 NYSE firms)
27851 www.ljariie.com 1572




	2.2 Implementation Steps
	REFERENCES

