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Impact of ESG Performance on Stock Idiosyncratic Risk
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Abstract: In recent years, with the deepening of the sustainable development concept,
corporate’ s environmental, social and governance (ESG) performance, as a non-financial
performance, is closely watched by investors. In this context, exploring the relationship between
corporate’ s ESG performance and stock idiosyncratic risk is of great significance. Using a sample
of A—share listed companies in Shanghai and Shenzhen from 2013 to 2022, this study empirically
examined the impact of ESG performance on the stock idiosyncratic risk. The research results
indicate that stock idiosyncratic risk can be significantly suppressed by good ESG performance;
the mediating role between the two is played by corporate reputation and investors’
heterogeneous beliefs; the negative relationship between the two is strengthened by media
attention. From the perspective of sub-indicators, stock idiosyncratic risk can be reduced by good
performance in the three dimensions of E, S, and G. Heterogeneity analysis indicates that a
stronger inhibitory effect of ESG performance on stock idiosyncratic risk is exhibited in
companies with high agency costs and non-high-tech companies.

Key words: ESG performance; stock idiosyncratic risk; corporate reputation; investor’ s
heterogeneous belief; media attention
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Table 2 Descriptive statistical analysis

Gl FEACH H{H b 22 Ql BRI Q3
IR 22919 2.257 0.717 1.738 2. 180 2.716
ESG 22919 4.182 1.035 3.500 4.250 5. 000
REP 22919 0. 885 0.320 1. 000 1. 000 1. 000
Turnover 22919 -0.298 1.358 -0.982 -0.215 0. 405
Media 22919 5.219 1. 009 4.500 5.106 5.823
Size 22919 22.466 1.283 21.552 22.274 23.200
Age 22919 12. 568 7.429 6. 000 11. 000 19. 000
Growth 22919 0.168 0.374 -0.018 0.104 0.261
Lev 22919 0.429 0. 195 0.274 0.424 0.574
CFO 22919 0. 052 0. 065 0.014 0. 050 0. 090
ROA 22919 0. 044 0. 055 0.015 0.038 0.070
Div 22919 0.761 0.426 1. 000 1.000 1. 000
Ins 22919 0. 440 0.245 0.240 0. 460 0. 637
CAR 22919 0.558 0.197 0.424 0.572 0.708
SOE 22919 0.375 0. 484 0. 000 0. 000 1. 000

75 5[] Pearson AH ¢ R BN F 3 iR .ESG %

5, 5 Z W 7 (VIF)E KT 5, REIASCOR

RSN E R VANAINE EPEN VT Wi b
HE TR 1 X5 i R AR B AT O 22 R K IR T A
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Table 3 Correlation test of main variables

FAE ™ ) 22 T L ) AT

AR IR ESG Size Age Growth Lev CFO ROA Div Ins CAR  SOE

IR 1

ESG  -0.144™ 1

Size -0.251"" 0.248™ 1

Age -0.153"" -0.030" 0.382"™ 1
Growth  0.142"" -0.017"  0.032"" -0.079™" 1

Lev  -0.040™" -0.026™ 0.510™ 0.293"" 0.038" 1

CFO -0.014" 0.081™ 0.058 -0.022"" 0.021™ -0.174™ 1

ROA  0.012°  0.189™ -0.004  -0.129™ 0.231"" -0.353"" 0.444™ 1

Div  -0.134™ 0.274™ 0.128" -0.143™ 0.070™ -0.165"" 0.180™" 0.423™ 1

Ins  -0.141""  0.113" 0.473™ 0.2907 0.017"" 0.211"" 0.121™ 0.099™ 0.109™" 1

CAR  0.091™ 0.075" -0.165" -0.133"" 0.031"™ -0.020™ -0.163™ 0.089"" 0.075"" -0.121"" 1

SOE  -0.184™ 0.098™ 0.363"" 0.489"" -0.080"" 0.271"" -0.023"" -0.111"" -0.003  0.440 -0.130"" 1
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Table 4 Regression analysis of ESG performance and stock idiosyncratic risk

s (1) (2) 3) 4)
IR REP Turnover IR
ESG -0.050™ 0.068™ -0.039™ -0. 042"
(-7.224) (15. 815) (-2.729) (=6. 446)
ESGxMedia -0.018""
(=3.176)
Media 0.414™
(37.242)
Size -0.152"™ —0. 004 0. 046 -0.224™
(-10. 410) (-0.517) (1.437) (-15.175)
Age 0. 022 0. 001 0.011 -0.009
(0. 479) (0.031) (0.181) (-0. 190)
Growth 0.152"™ 0. 007 0. 065" 0. 124"
(11. 845) (0. 983) (2.422) (10. 419)
Lev 0.516™ -0. 065" 0.534"™ 0. 468"
(9. 247) (-1.932) (4. 388) (8. 684)
CFO 0. 498" 0. 049 0. 923" 0. 483"
(6. 236) (1. 084) (5.637) (6. 438)
ROA 1.271™ 0.158" 0. 803" 0.819"
(10. 715) (2. 194) (3.019) (7.502)
Div -0.071™ 0.030™ -0. 117" -0. 050"
(=5.155) (3. 641) (-4.198) (=3.964)
Ins 0. 442" 0. 026 -1.446™ 0. 409"
(7.613) (0. 882) (-11. 681) (7. 424)
CAR -0. 048 0. 031 0. 146 -0. 048
(-0. 871) (0. 980) (1.255) (=0.901)
SOE -0. 062" -0. 020 0.210™ -0. 032
(-1.742) (-0.994) (3.138) (-0. 992)
Bt 5.134™ 0. 653" -1.150 4,672
(11.317) (2.528) (-1.434) (10. 137)
Year il = il il
Firm il il il il
R 0.316 0. 029 0.269 0. 409
N 22919 22919 22919 22919
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Table 5 Robustness test

@) 2 ) “ (6] (6) (7 ®) )
- e — 39 T AAS R B B
RS BB A B il R PR
IR ESG IR IR REP Turnover IR IR w IR w
1. ESG -0.024™
(-2.907)
ESG_IV 0.356™
(7. 811)
ESG -0.389™ -0.107""  -0.084™
(—4.536) (-5.175) (-4.212)
ESG2 -0. 047" 0.050™ -0.077"" -0.036""
(-4.142) (7.847) (-3.185) (-3.372)
ESG2xMedia -0.017
(-1.708)
Media 0.415™ 1.219™
(37.085) (36.238)
ESGxMedia -0. 069
(-4. 125)
Pl A o sl il il il il il il il il
BROT 4.9417  -3.6307" 4.3177"  5.176""  0.572"  -1.184 4,683 12,7377 11.420™
(9.054) (-5.601) (8.003) (11.405) (2.143) (-1.473) (10.131) (9.666) (8.745)
Year il i Pl il P P il i il
Firm il il il il il il Fa: il il Fa: il
R 0.336 0. 068 0.208 0.314 0.012 0.269 0. 408 0.254 0.344
N 18 124 22919 22919 22919 22919 22919 22919 22919 22919

3.4 H—FHoH
3.4.1

ESG = Bl 43T 5 b A 5%

ESG R IR — D2 Y- R 255 B . /i SOt
FEERFW, RAFHY ESG 276 RIARIS i & FRAK
IR SR AU, T B85 (B ) A2 (S) MR BE(G)3

ANHERE , RETS BRI I SR o RS 7™ R ST i oA
BB T I, A ORI IE ESG PP A% Bl 4k JiE
1) C-AAA PG, AR 3] i UE 1~9 - B = B2 2

{87 BB (4) R 0TS

QE’%%E9S’G3

AR PN P SR I XU B4 AN [ S
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HETHTE M BAT A B T4 = 15 B i o i 2%
Fff A BN XS BR , DT A 42 0% 2 S A 2, BRAIR
JE A RS

%6 E,S,G &4 xR E 4SRRI E V3517

Table 6 Regression analysis of E, S, and G
dimensions on stock idiosyncratic

risk
. (1) (2) (3)
i IR IR IR
E -0. 021"
(-3.523)
S -0. 021"
(-5.288)
G -0. 032"
(~6. 358)
A il Etiil i
o 5.259™ 5.146™ 5.315™
(11.543) (11.417) (11.698)
Year il 4l 4l
Firm il il i
R? 0.314 0.315 0.316
N 22919 22919 22919
3.4.2 SRS
1) ACHR A (1) 5 1 43 B

e AR A S Fl B HLE T REN T H &
) 5 AE 45035 I AR R 25 AT Ol N R T R A
AR AR A2 m R R B AT ESG THAE A
Bl T e 38 B AR %2 w9 PEA , ESG 2 XS 2 H
T IR 0 B B T A5 A5, X TR S AR o AL 11
R PR 25007 38 5 . A B, FEARAC IR A 2 w) opy 4
HZE DR FH AR A 15, Hi B 47 ESG 3R B[]
FEVE R 28 G B AR 67 BT A 5, %o 7 25 10 300 P g
FHRIN AN B S, T e S R T IR R A 3550 7 38
55 . PLA SCHEI , SR A A B A LG, ESG
2 I T R S T DRSS Py 0 i) 280 7 A v A 3 AR
o E R S Ang E Y B RSO BIESE
SR 5% 7 J) e ey AR PR SAS , A HAT L AR
LR R, S IR AR (4) [l L [m] )5 25
RIWFRTHE(D)~(2) 8, S AR A A T
ESG & Bl XF i 5545 o RURSE 1) 410 ol %% g B i, |
IR A5 2 55 IE

2) R RHEAT L Y S T S AT

R RHEAT LA A AT &, AR RS AT
FEVE K, QH (5 B e B 4 i, A ESG #
B AE W 5517 2 AR FE AN T BB JC VA T 2 0
X FRHHE BT K, XHE B A BRI PR
S5O0 W] REAS Bt , ESG 2 BT 5 J3 15 2% (A AR &k
IV TG F0 43 A, 6T e SR I XS Py 410 o 2850 1
HI 55 . AR SCHE 5 R AT 2 mLAE L
ESG & JGT JBE 52 45 5 XU f 410 ofl 2807 7 3 s B
FATA S B SR S5 (DT RS R A
R R R TR AT A o3 2 40, 4 BIARA
FEAY (4) AT RN L R Z5 R 036 726 (3)~(4) 51,
TEAE AT , ESG 26 T 22 o XU 7
OS50 S 5, - A A5 56

xR7 RRMEWRE
Table 7 Heterogeneity test

(1) 2) (3) )
A E IR IR

At AR R RS
BUAA  HEAAR 17k FATlk
ESG  -0.060™" -0.033"" -0.039"" —-0.059""
(=5.740) (=3.242) (=4.075) (=5.787)

A sl il il kil
—_— 5,523 5,148 5.323" 4772
(6.338) (7.997) (8.759) (6.752)

Year il il Fa il el
Firm il il $a il il

R 0.309 0.327 0.339 0.306
N 11565 11 354 11903 11016
p-value 0. 080 0.071

TE : p-value F7R LA 1 000 U Ble & /R 2L ) R E0% S
) pfA.

4 4 155

AL 2013—2022 4F F [ P I A B LT A
ARG REAS R 5T T LTl A Al ESG B0 XS I 5
R TRV s ), 25 53R B - R AT ESG R I Ak
0 ) I SR O RS 5 2 i) P R AR 0 R LA
A H Z MR AER A G AL T
THZ B R R N IR E LE, S, G 34>
A B 1 R A3 A A ) T AR VR PR SR T RS .
ko M 22 B, 7 AR A AR R AT A
Al ESG 2% 30 B S R T AL 1 0 461 2%
TG
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BAT— W5 7R B SN R, AR 4R
ESG 8, DT R AIC e B2 48 0 XU, S A Fa
SE T RESE & S R A TS, WK ESG R
AT, F T ESG T EL X B 2545 o IR 32
AW, B B B MRS S RS T
Wi B, W AW SE R ESG 52 BUR AR 4
Z, 51 A A B AT ESG BT, 2 1M 4 i 42 il R 4t
(IR fdIE AT TR 5, O o AR S T B, &
FEHAR BALAR DI RE SN Thse , 2 F ESG %
BT e SR I AU ) 410 ) 250

A SCH 1N T AL BRE M E E AT A
A& IRFE T ESG 3R BN B 52 R ot XU 1 5%
M . {H ESG #LEAE N — 24 LR G M,
PR =, SR — B LA M DL 7 o A R 5 R
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