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In this academic year, following the previous year, we engaged in the following two projects to
determine how corporate ESG ratings are valued in the financial markets: 1) Firm's ESG score and
firm values and 2) Sustainability and Credit Spreads in Japan. From 1, we found that overall ESG
scores tended to significantly increase firm values in many sectors. The analysis also took into
account the growing awareness of ESG investments and found that the significant positive
relationship between ESG scores and firm values became stronger between 2010 and 2015. On
the other hand, we found no evidence that corporate ESG scores influence corporate
overinvestment. From 2, we found that there is a statistically significant negative relationship
between corporate ESG scores and credit spreads, that the credit spread lowering effect of ESG
scores on low-rated firms is 20 times stronger than that on high-rated firms, and that these effects
have become significantly larger with the development of ESG investment. The results of 2 were
published as a working paper of the Australian National University and in the International Review
of Financial Analysis, a leading international journal. Finally, the results and implications from the
projects were presented in several seminars, including in various academic seminars, including
those hosted by Waseda University, Kobe University, and Daiwa Securities.
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In this academic year, following the previous year, we engaged in the following two projects to determine how
corporate ESG ratings are valued in the financial markets: 1) Firm's ESG score and firm values and 2)
Sustainability and Credit Spreads in Japan. From 1, we found that overall ESG scores tended to significantly
increase firm values in many sectors. The analysis also took into account the growing awareness of ESG
investments and found that the significant positive relationship between ESG scores and firm values became
stronger between 2010 and 2015. On the other hand, we found no evidence that corporate ESG scores
influence corporate overinvestment. From 2, we found that there is a statistically significant negative
relationship between corporate ESG scores and credit spreads, that the credit spread lowering effect of ESG
scores on low-rated firms is 20 times stronger than that on high-rated firms, and that these effects have become
significantly larger with the development of ESG investment. The results of 2 were published as a working paper
of the Australian National University and in the International Review of Financial Analysis, a leading
international journal. Finally, the results and implications from the projects were presented in several seminars,
including in various academic seminars, including those hosted by Waseda University, Kobe University, and
Daiwa Secuirities.
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