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An Empirical Analysis of the Relationship between ESG Scores and Corporate
Financial Performance in Japanese Firms

Philippe PIERRET", Kaya AKAGI™, Ryohei EGUSA™

This study examines how ESG scores relate to financial performance among Japanese companies through multiple
regression analysis. We integrated FTSE Russell ESG scores with financial data from EDINET, stock prices, and
industry classifications. Our findings show statistically significant effects for certain metrics. ESG scores positively
impact ROA (Return on Assets) but negatively affect total asset turnover and ordinary profit margin. This pattern makes
sense: ESG investments appear to boost asset profitability while dampening sales and squeezing margins through
upfront costs. The positive ROA effect aligns with what researchers have found internationally. That said, the
relationship between ESG scores and financial performance varies considerably. While certain metrics like ROA
showed significant correlations, most indicators revealed weak or inconsistent connections. Notably, market valuation

metrics like PBR showed no significant relationship with ESG scores.
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