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The ESG Risk-Premium Model   

2 

It is common sense: You’re LESS VULNERABLE in the long run if you do the right things. 
  •  Most Basic Financial Equation: Risk & Return 

•  Are ESG and Risk Related? There is ‘hidden’ value in ESG if risk reduction is uncovered 
•  Evidence Based 
•  Geographically Global 
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ESG Methodology: Process 
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The Model: Constraints    
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Results: Sharpe & Treynor Ratios  
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ESG Factors 

Volatility by 
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Risk-Adjusted 
Performance 

ESG	factors	do	impact	the	vola^lity	of	a	stock	return	
 

Different	industries	are	affected	differently	by	ESG	prac^ces	

For	all	industries	studied,	companies	with	good	ESG	prac^ces	show	
lower	risk	than	reference	companies	of	the	same	industry	
 

The	difference	in	vola^lity	for	ESG	and	non-ESG	represents	a	higher	
risk-adjusted	return	and	should	be	integrated	into	investment	analysis 

Conclusion 


