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Abstract

This study empirically analyzed the impact of ESG performance on profitability (ROE) and market risk
(stock price volatility) for KOSPI 200 companies before and after the introduction of the 2021 ESG
Disclosure Mandatory Roadmap. The analysis revealed that while ESG performance did not have a direct
or significant impact on improving financial profitability, its risk management effect in reducing future stock
price volatility was statistically and clearly demonstrated. In particular, it was confirmed that policy support
since the 2021 institutional transition has promoted practical value creation and market stabilization of ESG
management, as evidenced by the maximized risk predictability in the Environmental (E) sector. These
results suggest that ESG scores function as a key leading indicator that goes beyond a simple management
report card to defend against the downside risk of firms and enhance information efficiency in the market.
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Therefore, this study provides practical implications that corporate executives and investors should recognize
ESG not as a short-term means of generating profit, but as an essential management strategy and risk
control mechanism to ensure corporate sustainability and preserve long-term corporate value amidst a rapidly
changing regulatory environment. Furthermore, this study holds significant meaning in providing empirical
evidence for a virtuous cycle where the mandatory disclosure of ESG information enhances capital market
transparency and translates non-financial performance into the establishment of stable market trust.
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