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HIthel&%, 2020; 4, €A41%, 2021 5). Tht
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2 B: 10 OIS

VARIABLES Return Return Return VARIABLES Return Return Return
ESI -0.0684*** ESI -0.1932%**
(-4.96) (-15.62)
BSI -0.0148 BSI -0.1503***
(-1.03) (-11.12)
CCSI -0.0901%*** CCSI -0.2070™**
(-6.47) (-16.10)
SIZE -0.2271%** -0.2190™*** -0.2379™*** SIZE -0.2399%** -0.1982** | -0.2616™**
(-3.87) (-3.72) (-4.06) (-4.10) (-3.37) (-4.47)
D/E -0.0014** -0.0014** -0.0014** D/E -0.0012** -0.0014** -0.0011**
(-2.52) (-2.55) (-2.45) (-2.15) (-2.48) (-1.98)
Cashratio 0.0346** 0.0386™** 0.0297* Cashratio 0.0250 0.0422** 0.0155
.11 (2.34) (1.81) (1.52) 2.54) (0.94)
Constant 12.3208*** 6.6460™** 15.1648*** Constant 244850 | 16.0185*** | 27.4867***
(6.57) (4.01) (7.74) (13.79 (9.89) (14.59)
Observations 16,662 16,662 16,662 Observations 16,662 16,662 16,662
R-squared 0.005 0.002 0.006 R-squared 0.022 0.012 0.021
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2 C: 3HE oIS

2 D: 670 o=

VARIABLES Return Return Return VARIABLES Return Return Return
ESI -0.1562*** ESI -0.1480***
(-22.96) (-32.43)
BSI -0.1410*** BSI -0.1365***
(-19.46) (-27.61)
CCSI -0.1798%** CCsI -0.1400%*+*
(-25.11) (-27.91)
SIZE -0.2027*** | -0.1656™"* -0.2225%** SIZE -0.1958™** -0.1602*** | -0.2091%***
(-5.95) (-4.82) (-6.55) (-8.27) (-6.70) (-8.75)
D/E -0.0011** | -0.0013™** -0.0010%*** D/E -0.0009*** -0.0011** | -0.0008"***
(-3.28) -3.77) (-3.04) (-3.89) (-4.56) (-3.59)
Cashratio 0.0321%** 0.0470*** 0.0233™* Cashratio 0.0265™** 0.0408™*** 0.0209***
(3.39) (4.91) (2.46) (4.07) 6.14) (3.16)
Constant 19.7307*** | 14.2424*** 23.4754%** Constant 18.7371%* 13.7347*** | 19.0650%***
(19.70) (15.53) (22.09) (27.16) (21.46) (25.56)
Observations 16,662 16,662 16,662 Observations 16,662 16,662 16,662
R-squared 0.042 0.029 0.046 R-squared 0.075 0.054 0.058
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<E 3> 7|Yn=o m2t AHXRMZIXISCCS)ZH FAAEN DXl FE
IHa A: S

VARIABLES Return ImReturn 3mReturn 6mReturn

CCSI -0.0692*** -0.1871%** -0.1651*** -0.1321%*
(-3.73) (-9.70) (-16.63) (-19.49)

SIZE -0.2459*** -0.6447%** -0.2535%** -0.2445%*
(-2.72) (-6.62) (-4.92) (-6.78)

D/E -0.0030™** -0.0023** -0.0022%*** -0.0020***
(-2.91) (-2.08) (-3.56) (-4.66)

Cashratio 0.0078 0.3055%** 0.0035 -0.0003
(0.36) (9.96) 0.26) (-0.03)

Constant 13.6886™** 32.9173%** 23.1267** 19.5248**
(4.79 (10.86) (14.67) (17.87)
Observations 7,677 7,677 7,677 7,677
R-squared 0.005 0.061 0.046 0.062

g B: 3AF

VARIABLES Return ImReturn 3mReturn 6mReturn

CCSI -0.1142%* -0.2242%+* -0.1916*** -0.1494**
(-5.59) (-11.95) (-18.76) (-20.48)

SIZE -0.4748*** -0.5115*** -0.4285*** -0.4310%**
(-3.99) (-4.28) (-6.16) (-8.78)

D/E -0.0001 0.0002 -0.0000 0.0002
(-0.11) 0.25) (-0.00) 0.64)

Cashratio 0.0405* 0.0186 0.0300™* 0.0262%**
1.75) (0.80) (2.26) (2.81)

Constant 22.3804* 34.3002%** 28.8091*** 24.507 2%
6.73) (10.59) (15.78) (19.08)
Observations 8,984 8,984 8,984 8,984
R-squared 0.008 0.022 0.047 0.061

Robust t-statistics in parentheses *** p(0.01, ** p{0.05, * p{0.1
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Return, , = B, + 8,CCSI + 3,CCSI, X ESG,

+Ossize; , + ﬂ4D/Ef + B85 Cashratio, ;
+ Z Year+ Z Edustry+e;,

Return, , = 3, + 3,CCSI + 3,CCSI, X E,

+ Bysize; , + B,D/ E, , + 3;Cashratio, ,
+ E Year+ EZ ndustry +e¢; ;

Return, , = f3,+ 3,CCSL + 3,CCSI, X S,

+Bysize,, + B,D/ E, , + B;Cashratio, ,
+ Z Year+ ZZ ndustry +e¢; ;

Return; , = B, + 8,CCSL, + B,CCSL X G,

+Bssize; , + 54D/En
+ 85 Cashratio; , + Z Year
+ Ez ndustry+e;,
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g A: SAIE

(& 4) ESG7} AH|XRME(X|=2} =259

A0 0Ixl= S

g B: 1748 0I5

VARIABLES Return Return Return Return VARIABLES Return Return Return Return
CCSI -0.0922*** | -0.0932*** | -0.0932*** | -0.0835"** CCSI -0.2102%* | -0.2144** | -0.2136™* | -0.1957***
(-6.13) (-6.21) (-6.20) (-5.21) (-15.08) | (-15.50) | (-15.43) | (-12.87)
CCSIXESG -0.0000 CCSIXESG -0.0002**
(-0.52) (-2.23)
CCSIXE -0.0000 CCSIXE -0.0001
(-0.00) (-1.39)
CCSIxS -0.0000 CCSIxS -0.0002**
(-0.17) (-1.99)
CCSIxG -0.0002 CCSIxG -0.0003***
(-1.49) (-2.87)
SIZE -0.1249* -0.1416* | -0.1412** -0.0624 SIZE -0.0598 -0.0980 -0.1126* 0.0171
(-1.65) (-1.93) (-2.07) (-0.72) (-0.79) (-1.34) (-1.60) (0.20)
D/E -0.0025*** | -0.0025** | -0.0025*** | -0.0025*** D/E -0.0023**" | -0.0023*** | -0.0023*** | -0.0022™**
(-3.26) (-3.26) (-3.26) (-3.22) (-2.92) (-2.93) (-2.92) (-2.85)
Cashratio 0.0191 0.0179 0.0180 0.0226 Cashratio 0.0174 0.0147 0.0145 0.0211
(1.02) (0.96) (0.98) (1.21) 0.99) 0.79) 0.79) (1.13)
Constant 13.2242%* | 13.5296** | 13.5387*** | 11.9164*** Constant 24.1287** | 24.8236** | 25.3042*** | 22.4066™**
(5.94) 6.12) (6.30) (5.0D (11.19 (11.63) (12.26) 9.64)
Observations 13,078 13,078 13,078 13,078 Observations 13,078 13,078 13,078 13,078
R-squared 0.006 0.006 0.006 0.006 R-squared 0.024 0.024 0.024 0.024
Y C: 7Y OIS T4 D: 67He OIS
VARIABLES Return Return Return Return VARIABLES Return Return Return Return
CCSI -0.1845** | -0.1870** | -0.1866™* | -0.1741*** CCSI -0.1452** | -0.1469*** | -0.1467*** | -0.1381***
(-23.73) | (-24.25) (-24.20) (-20.43) (-26.80) | (-27.40) | (-27.37) | (-23.21)
CCSIXESG -0.0001** CCSIXESG -0.0001**
(-2.33) (-2.30)
CCSIXE -0.0000 CCSIxE -0.0000*
(-1.46) (-1.68)
CCSIxS -0.0001* CCSIxS -0.0000
(-1.82) (-1.42)
CCSIxG -0.0002*** CCSIxG -0.0001%***
(-3.42) (-3.34)
SIZE -0.0688 -0.0915** | -0.1025™* [ -0.0085 SIZE -0.0802*** | -0.0933™* | -0.1055"* | -0.0394
(-1.60) (-2.19) (-2.65) (-0.18) (-2.69) (-3.29) (-3.94) (-1.16)
D/E -0.0017*** | -0.0017*** | -0.0017*** | -0.0017*** D/E -0.0015** | -0.0015*** | -0.0015™** | -0.0015™"*
(-3.90) (-3.91) (-3.90) (-3.82) (-5.05) (-5.06) (-5.05) (-4.97)
Cashratio 0.0234** 0.0218** 0.0215** 0.0265** Cashratio 0.0209*** | 0.0200*** | 0.0194™=* | 0.0230™**
(2.23) (2.09) (2.00) (2.50) (2.87) (2.75) (2.68) (3.1D)
Constant 21.0005™* | 21.4141** | 21.7273** | 19.6800*** Constant 17.0594*** | 17.2980™** | 17.5837*** | 16.1652***
(17.39) (17.90) (18.83) (15.13) (20.24) (20.75) (21.87) (17.78)
Observations 13,078 13,078 13,078 13,078 Observations 13,078 13,078 13,078 13,078
R-squared 0.053 0.053 0.053 0.053 R-squared 0.067 0.067 0.067 0.068
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Effects of Investor Sentiment under Different ESG
Ratings: Evidence from Korean Stock Markets
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Abstract

This study analyzes the role of ESG ratings in the relationship between investor sentiment
and stock returns. First, we analyze the impact of investor sentiment on stock returns by approximat-
ing investor sentiment using the Economic Sentiment Index (ESI), Business Survey Index (BSI),
and Consumer Sentiment Index (CSI) released monthly by the Bank of Korea. We then examine
how the impact of investor sentiment varies depending on the evaluation of non-financial factors,
ESG. The results show that investor sentiment has a negative predictability on stock returns
one- to six-month future returns, which is consistent with previous studies. Next, we analyze
the impact of ESG and find that the explanatory power of ESG increases the most when consumer
sentiment and ESG are combined, and the overvaluation of stocks by sentiment is greater with
higher ESG scores. The contribution of this study is that it is the first study to analyze the
interconnectedness of ESG and sentiment.
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