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ABSTRACT

This study examines the ability of high-ESG securities to generate excess returns and demonstrate resilience
during financial crises. It compares developed markets (US and Japan) with emerging markets (China and
Thailand) across three periods: pre-crisis (2018-2019), the COVID-19 crisis (2020-2021), and economic
recovery (2022-2025). The research constructs simulated portfolios from the top 50 companies by market
capitalization in each country, dividing them into High ESG (Top 30%) and Low ESG (Bottom 30%) portfolios
using equal-weight allocation and monthly rebalancing. A Long-Short ESG Factor strategy isolates the ESG
premium, while a Lagged Portfolio approach mitigates look-ahead bias. Performance is evaluated using the
Sortino Ratio and CAPM, with robustness verified via Newey-West and Brown-Forsythe tests. The findings
reveal structural differences: developed markets show high-ESG concentration in technology and innovation,
acting as safe havens by reducing volatility and beta during market downturns. Conversely, emerging markets
concentrate in traditional industries, with Thailand tending to amplify risk during crises. However, China
demonstrates a significant ability to generate positive alpha during the recovery period, particularly among low-
volatility securities. Overall, ESG factors play distinct roles based on market development. In developed
markets, ESG serves primarily as a risk management tool, whereas in emerging markets, it acts as a return-
enhancing factor. These insights offer valuable implications for international portfolio allocation amid global
economic crises.
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2295787 © e wasm High Wasalow Wasmawds nasans
Uszine R ABIN '
LATHIND ESG ESG (Benchmark) Long-Short
Pre-COVID Mean Return 0.5833 0.3959 0.6381 0.0198
(2018-2019) Sortino Ratio 0.1322 0.0841 0.1187 0.0060
CovID-19 Mean Return 1.7449 1.8672 1.9083 -0.1363
vs (2020-2021) Sortino Ratio 0.3387 0.4182 0.3303 -0.0453
Recovery Mean Return 0.1516 0.5194 0.6409 -0.7115
(2022-2025) Sortino Ratio 0.0297 0.0889 0.1358 -0.2427
Pre-COVID Mean Return 0.3306 -0.0881 0.1891 0.2511
(2018-2019) Sortino Ratio 0.0873 -0.0222 0.0421 0.1156
COVID-19 Mean Return 0.9288 0.7714 0.8574 0.1434
P (2020-2021) Sortino Ratio 0.2357 0.2049 0.2094 0.0414
Recovery Mean Return 0.7240 0.4139 0.4896 -0.0335
(2022-2025) Sortino Ratio 0.1725 0.0856 0.0940 -0.0140
Pre-COVID Mean Return 0.1858 -0.1603 -0.4049 0.1786
(2018-2019) Sortino Ratio 0.0340 -0.0319 -0.0673 0.0676
CovID-19 Mean Return 0.6520 0.2138 1.4584 0.4241
N (2020-2021) Sortino Ratio 0.1038 0.0358 0.3302 0.1147
Recovery Mean Return 0.3323 0.6971 -0.2604 -0.7084
(2022-2025) Sortino Ratio 0.0674 0.1414 -0.0497 -0.2486
Pre-COVID Mean Return 0.0769 0.0614 -0.1954 -0.1520
(2018-2019) Sortino Ratio 0.0171 0.0140 -0.0528 -0.0479
COVID-19 Mean Return 0.0097 -0.0146 -0.1488 0.0102
™ (2020-2021) Sortino Ratio 0.0010 -0.0016 -0.0182 0.0031
Recovery Mean Return -0.6328 -0.7572 -0.1467 -0.2192
(2022-2025) Sortino Ratio -0.1088 -0.1285 -0.0283 -0.0707
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\ Monthly Monthly Newey- Brown-
Uszine %Nni’l Beta_High Beta_Low Alpha_High Alpha_Low West Forsythe
Lﬁi‘lsl'gﬂﬁl
(%) (%) p-value p-value
Full Period 0.8732 0.9881 -0.1611 -0.1194 0.1526 0.4861
Pre-COVID  0.9101 1.0307 0.0618 -0.2528 0.9566 0.6552
Vs CoOvVID-19 0.8475 0.7570 0.0753 0.2652 0.7519 0.7667
Recovery 0.8677 1.0824 -0.3800 -0.2099 0.1015 0.2949
Full Period 0.7228 0.7301 0.3334 0.0540 0.7437 0.6010
Pre-COVID  0.6374 0.8002 0.2227 -0.2443 0.5237 0.6877
ul CoOvVID-19 0.8205 0.7659 0.2300 0.1417 0.8112 0.4708
Recovery 0.7167 0.6772 0.4385* 0.1574 0.9171 0.7245
Full Period 0.8674 0.8840 0.3114 0.2852 0.5267 0.9130
Pre-COVID  0.7677 0.8158 0.5594 0.2126 0.6634 0.7797
N COVID-19 0.9453 0.9500 -0.4682 -1.0146 0.5395 0.7664
Recovery 0.8783 0.8852 0.6042 0.9675** 0.0550* 0.9810
Full Period 1.0369 1.0226 -0.1422 -0.2103 0.6095 0.7697
Pre-COVID  1.0719 1.1113 0.2853 0.2698 0.8292 0.3248
™ CovVID-19 1.1965 1.0606 0.1924 0.1387 0.9838 0.6690
Recovery 0.9395 0.9593 -0.4676 -0.6039 0.6434 0.6304

* p < 10‘ *% p < 05, *kk p < 001
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