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EXECUTIVE SUMMARY

The impact of Environmental, Social, and Governance (ESG) factors on investment
returns in the Indian equity market is increasingly gaining attention as both investors
and corporations recognize the importance of sustainable and ethical business practices.
This study aims to analyze the relationship between ESG scores and investment returns
for twelve companies selected from the Nifty 50 index, representing four distinct
sectors: Information Technology, Banking, Pharmaceuticals. By employing correlation
analysis and descriptive statistics, the research seeks to provide a comprehensive
understanding of how ESG factors influence financial performance in these sectors.
The selected companies include prominent names such as Infosys and TCS from the
Information Technology sector, HDFC Bank and ICICI Bank from the Banking sector,
Sun Pharma from the Pharmaceuticals sector,. These companies were chosen based on
their significant market capitalization and the availability of ESG data, ensuring a
robust and representative sample for the analysis.

Initial findings from descriptive statistics reveal varying levels of ESG adoption and
performance across the sectors. For instance, Information Technology companies
generally exhibit higher ESG scores, reflecting their progressive policies on
environmental sustainability and corporate governance. In contrast, the Energy sector
shows a wider range of ESG scores, indicating differing levels of commitment to ESG
principles.

Correlation analysis between ESG scores and investment returns provides nuanced
insights. In the Information Technology sector, a positive correlation is observed,
suggesting that higher ESG scores are associated with better investment returns. This
can be attributed to the sector’s focus on innovation and efficiency, which often aligns
with sustainable practices. The Banking sector shows a moderate positive correlation,
highlighting the growing importance of governance and social responsibility in
financial performance. On the other hand, the Pharmaceuticals sector presents a mixed
correlation, with some companies showing a positive relationship while others do not,
indicating that ESG factors might influence returns differently within sub-segments of
the industry. The Energy sector, traditionally challenged by environmental concerns,
exhibits a weaker correlation, reflecting the complex trade-offs between profitability

and sustainability.
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