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Public companies listed on the Indonesia Stock Exchange (IDX) are assessed by an 

independent party, namely Morningstar Sustainalytics (MS). The assessment submitted to the 

public is related to the ESG risk score of public companies on the IDX. This study aims to see 

whether the ESG risk value information also affects investors' assessments of the company, 

which is proxied by the company's share price. This study was conducted to see if there was a 

significant difference in average share prices 3 days before and 3 days after information about 

the increase in ESG risk values provided by the IDX. The study was conducted using the 

paired sample t-test statistical method on samples both of all companies sample and 

companies per risk group (low, medium, high, and severe) sample. The results of the study on 

the overall sample showed no significant difference in stock market prices before and after the 

information on the increase in ESG risk value. The results of this study are expected to show 

investor attention regarding the information of ESG, which will provide suggestion for the 

IDX to support with a more superior information.   
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I. INTRODUCTION 

In 2022, researchers from Stamford University conducted a 

survey regarding young investors' concern for environmental 

issues carried out by companies. There were 70% of 

respondents aged 18 to 41 who stated that they were very 

concerned about the issue and 35% of respondents above that 

age stated the same thing. Even young investors are willing 

to sacrifice that the income they will receive may be lower if 

invested in companies that care about activities that support 

sustainability. This shows that there is awareness among 

young investors to invest ethically (Tretina, 2023) . 

However, it is not easy to find out which companies have 

implemented environmentally friendly activities, because 

there are too many factors that can be included in activities 

related to Environment, Social and Governance. So of course 

not all companies carry out the same activities related to 

activities that support improvements in terms of ESG. Some 

companies may do the same thing but with different 

emphases, so that in terms of quality and quantity there are 

differences. Most companies differ in the activities carried 

out because they should consider the resources they owned. 

In addition, since there is no single comprehensive standard 

that can be referred to by all companies internationally, 

making it difficult to compare ESG-related activities. This 

condition can perhaps be equated to the stage before the 

existence of international financial reporting standards, when 

financial reports between companies, industries, let alone 

between countries, could not be easily compared. At that 

time, differences in macroeconomic versus microeconomic 

needs, differences in state regulations, taxation and politics 

caused many obstacles in the preparation of standards that 

could be applied internationally. It was only after global 

trade occurred that the need for international standards was 

realized and finally could exist and be implemented. 

Similar conditions occur with efforts to standardize ESG 

activities. Currently, international standardization efforts 

involve various organizations such as the Value Reporting 

Foundation, CDP, CDSB, IRR, TCFD, SASB, and GRI. In 

compiling the IFRS Sustainability, it has only produced 2 

standards since around 2022 - 2023, those are the IFRS S1 

(International Financial Reporting Standards Sustainability) 

and IFRS S2 (Sinaga, 2023). GRI as a long-time established 

organization that has had guidelines for implementing ESG 

activities has also become one of the strong standard axes 

related to the implementation of sustainability activities in 

Europe, Africa, and Asia. This resembles the conditions 

before the formation of IFRS which were influenced by 2 

main streams of accounting, which were based on the 

economic strength of the United States and Europe. 

This situation certainly makes it difficult for prospective 

investors to make investment decisions, especially on a 

global scale. Especially with the shift in investor intentions 

http://www.rajournals.in/index.php/ijmei
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from what was originally only capitalist to more ethical 

investment as found in the survey conducted by Stamford 

University above. It is possible that young investors in 

Indonesia also have a new paradigm like this. Moreover, 

with the fact that geographically Indonesia is a significant 

oxygen factory for the world, Indonesia has a lot of natural 

resources. Also with the very diverse ethnicities, Indonesia is 

often in the world spotlight in terms of ESG activities. 

The global spotlight on Indonesia's ESG value-enhancing 

activities has prompted the government to respond 

immediately by issuing various regulations that are expected 

to embrace all components of society to work together in 

implementing sustainability activities. Through POJK No. 

51/OJK.03/2017 (Financial Services Authority Regulation 

Number 51/POJK.03/2017 Concerning the Implementation 

of Sustainable Finance for Financial Services Institutions, 

Issuers, and Public Companies, 2017) the government is 

trying to initiate the requirement for implementing 

sustainability activities starting with banking and public 

companies. It is hoped that the implementation of these 

regulations will help increase the company's value in the eyes 

of the public, both in the eyes of local and international 

investors.  

Regarding ESG activities, the problem refers back to the 

absence of international standards that cover all ESG 

activities. POJK No.51/OJK.03/2017 does not specifically 

mention which standards or guidelines companies must refer 

to in reporting sustainability activities. Furthermore, 

Appendix II of POJK No.51/OJK.03/2017 does not mention 

technical details that can be done to assess ESG or group 

companies related to ESG activities carried out by the 

company (Appendix II of Financial Services Authority 

Regulation Number 51/POJK.03/2017 Concerning the 

Implementation of Sustainable Finance for Financial 

Services Institutions, Issuers, and Public Companies, 2017) . 

If we briefly review the various sustainability activity reports 

published by public companies in Indonesia, they generally 

use GRI Standards which are rooted in Europe or SASB 

which is a product of the United States. The two standards 

are quite significantly different, where the GRI are more 

flexible and applicable to any kind of companies, the SASB 

is very specific to each kind of industries and focus on the 

financial impact of the reporting. So, if we look at the shift 

towards etchical investment from young investors, these 

investors have difficulty in making investment decisions if it 

is based on the value of ESG activities implemented by the 

company. 

However, it seems that the Indonesia Stock Exchange is 

making efforts to overcome this lack of information by 

collaborating with indpendent organisation rating company. 

Since the end of 2023, the Morning Sustainalitycs (MS) 

rating company provides an assessment of ESG activities 

carried out by companies listed on the IDX. The values 

displayed as information on the IDX page are indeed only 

assessments that have been carried out by the assessment 

organization (IDX, nd-b) . On the Morning Sustainalitycs 

webpage provided by PT Bursa Efek Indonesia, the rating 

company claims that the results of the assessment 

calculations are carried out using a certain method that 

produces a value rating that can be applied to all types of 

industries. Thus, comparability between companies can be 

achieved (Sustainalytics, 2023a). 

Therefore, it is necessary to review whether the ranking 

results do help investors in making investment decisions that 

based on the consideration regarding sustainable activities. 

According to Eugene Fama (1970), basically in an efficient 

exchange market there will be no information that escapes 

the attention of investors and will affect the supply and 

demand prices in the market (Hendriksen & Breda, 1992) . If 

this theory applies, then investors who make decisions on the 

Indonesia Stock Exchange will certainly not ignore the 

information related to the ESG risk value provided. 

This study is an event study which to test the information 

content that the market will respond to, through differences 

in stock market prices caused by certain information 

(Hartono, 2023) . This study seeks evidence whether there is 

a difference in the market price of company shares traded 

shortly before and after information regarding the ESG risk 

value issued by the Morning Sustainalitycs rating company , 

which can indicate whether the information is considered 

significant enough to be a differentiator in decision making. 

This can provide a confirmatory value of a report or 

information which can then be used as study material 

regarding whether the policy of providing such information 

needs to be continued or not.  

 

II. LITERATURE REVIEW 

ESG Assessment 

Along with the existence of various organizations that create 

standards for guidelines in implementing sustainability 

activities, there are also various organizations that provide 

services as evaluators of activities that have been carried out 

and provide assessments of the implementation of ESG 

activities in a company. As previously stated, the assessment 

of ESG activities is indeed not easy to standardize, even for 

companies that apply the same standards. However, there 

are several organizations that use their own methods to 

evaluate and provide assessments of what the company 

does, both quantitative and qualitative assessments. 

A more qualitative assessment, for example, with the 

existence of assurance that can be carried out by a Public 

Accounting Firm (CPA Firm). In Indonesia, the Indonesian 

Institute of Public Accountants (IIPA) has provided 

guidelines related to assurance that can be carried out by 

CPA Firm, which is stated in the Assurance Engagement 

Standard (SPA) 3000 (SPA 3000, 2022) . Apart from CPA 

Firm operating under the supervision of IIPA, there are also 

consultants who can provide statements that provide certain 
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assurance on how well the sustainability activities carried 

out by the company, such as the AccountAbility 

organization. The organization issued AA1000 to be used as 

a guideline in the process of conducting evaluations until 

providing a statement on the results of that evaluation 

(AA1000 Assurance Standardv3, 2020). 

A more quantitative assessment that is quite commonly used 

by companies in Indonesia is the assessment carried out by 

the CDP organization. This international organization has a 

structured and fairly detailed assessment method related to 

company activities that have an impact on the environment. 

More specifically, the assessments applied are grouped into 

activities that have an impact on 3 categories, those are the 

environment, deforestation and water security (CDP, 

2024d). 

Basically, CDP has adjusted its assessment measurement 

tool to the standards referred to by Indonesian Accounting 

Institute (IAI), which is the IFRS S2 - Climate Related 

Disclosure and TCFD (CDP, 2024a) . That means it can also 

be used as a support in the ESG assessment carried out by 

public companies on the IDX. However, the assessment is 

solely the company's answer to a list of questions submitted 

to CDP by the company, and it is not meant to measure how 

far the sustainability activities or how green the activities 

carried out by the company are (CDP, 2024c) . In addition, 

there is a problem that is quite disturbing if the information 

is used by investors in making investment decisions, that is 

that the resulting score is an industry-specific questionnaire 

answer (CDP, 2024b) , therefore, it will be difficult to 

compare between companies with different types of 

industries. 

Sustainalitycs ESG Risk Rating 

Morningstar Sustainalitycs is a rating company that 

measures factors that can cause potential risks in a 

company's business activities. There are two basic pillars 

that MS uses as a basis for calculating ESG risk, those are 

material exposure to ESG risk for the company and how the 

company's management manages the risk. Exposure can be 

things that have the potential to cause bad things to the 

company or things that are sensitive and things that can 

make a company vulnerable to various bad conditions. The 

second basis is an assessment of how the company's 

management manages the risk exposure to mitigate it 

(Munchhausen et al., 2023)  

The focus of ESG risk measurement is termed by MS as 

MEIs (Material ESG Issues) which consists of 22 factors. 

Each factor measures a company's value for ESG activities 

quantitatively with an approach that is described from the 

exposure dimension at the sub-industry level and is 

sharpened at the company level with the calculation of beta 

indicators. The quantitative method is complemented by 

expert reviews that can make adjustments to the quantitative 

value if necessary (Munchhausen et al., 2023). 

A total of 22 ESG-related factors that are used as 

considerations as potential material risks to a company are 

listed as follows (Sustainalytics, 2023b: 

1. Corporate governance 

2. Stakeholder Governance 

3. Access to basic services 

4. Business ethics 

5. Community relations 

6. Data privacy and cyber security 

7. Emissions, effluents and waste 

8. Carbon – self-operation 

9. Carbon – products and services 

10. Environmental and social (E&S) impacts of 

products and services 

11. Human rights 

12. Human rights – supply chain 

13. Human Resources 

14. Land use and biodiversity 

15. Land use and biodiversity – supply chain 

16. Occupational Health and Safety 

17. ESG integration – finance 

18. Product governance 

19. Resilience 

20. Use of raw materials 

21. Water usage – own operation 

22. Water usage – supply chain 

 

It appears that for points related to carbon, water use, and 

human resources, the assessment is carried out not only on 

the company's operational activities but also on what the 

supply chain does. If we borrow the term in carbon emission 

calculations, it means that the assessment is carried out on 

scope 1 and scope 2. Where scope 1 refers to activities that 

are actually carried out by the company that have an impact 

on the environment, scope 2 is activities carried out in the 

supply chain - or on goods and services purchased by the 

company - that have an impact on the environment 

(Company-Mc Kinsey, 2024). 

A basic and fairly comprehensive measurement approach 

includes consideration of geographical factors, financial 

strength, and company history. With this comprehensive and 

fundamental approach, risk level measurement can be 

applied to all types of companies. Thus, comparisons 

between companies can be made even though they are not in 

the same industry. This is an advantage that helps investors 

in decision making, especially related to ethical decisions. 

Share Price 

Shares is one of the most popular financial market 

instruments. Issuing shares is one of the company's choices 

when deciding on corporate funding. On the other hand, 

shares is an investment instrument that is widely chosen by 

investors because shares can provide attractive levels of 

return. The advantage of investing in shares is the 

opportunity to get dividends, in addition to capital gains if 



“The Effect of an Increase in ESG Risk Value on Share Prices” 

3745 Robertus Ary Novianto1, IJMEI Volume 10 Issue 12 December 2024 

 

the selling price is above the purchase price. On the other 

hand, there is a risk to the investment, that is the possibility 

of capital loss or even liquidation (IDX, 2024) . 

In trading activities, share prices fluctuate, where the 

formation of share prices is the result of supply and demand 

for company shares. Investor expectations that form these 

supply and demand prices are influenced by company-

specific factors, such as the company's performance or 

industry related condition, as well as general economic 

factors, such as interest rates, inflation, exchange rates, 

politics, social and others (IDX, 2024) . Therefore, share 

prices in the market are the price resulting from the 

consensus of market players. Based on information and data, 

market players make a buy and a sell transaction at the 

agreed price that becomes the market price (Kwee, 2023) . 

Thus, the availability of information related to ESG risk 

values should be one of the factors considered in buying or 

selling shares of a company. 

Previous Research 

Sudhana (2023) conducted a study by looking at whether 

there was an impact of ESG assessments on the share prices 

of palm oil companies that go public on the IDX during the 

period 2020 to 2023. From the study, it was found that there 

was no significant difference in the average stock price in 

2020 compared to 2021; likewise, the comparison of the 

average share price in 2021 was not significantly different 

from 2022, but when comparing the average price between 

the 2020 and the 2022, there was a significant difference. 

Then it was concluded that the ESG value in a particular 

year indirectly impacted the average share price in the 

following year (Sudhana, 2023). 

There is also a study conducted by Serafeim & Yoon (2021) 

which examined the market price reaction to ESG-related 

news and also whether the issue can be predicted by the 

ESG performance value of each company. The study was 

conducted based on the idea that more and more investors 

were integrating ESG information as a basis for investment 

decision making. Serafeim classified ESG-related news as 

positive and negative news from thousands of companies 

every day. The results of the study showed that share market 

prices only react to ESG issues that were materially 

financial in nature for several companies which used the 

SASB standard, it also found out that positive news 

produced a higher reaction. However, it was also explained 

that information related to social capital issues was 

relatively absent. This was because SASB tends to focus on 

ESG information that significantly affected the company's 

financial condition (Serafeim & Yoon, 2021). 

Suhardjo et al. studied the impact of ESG assessments or 

scores from two different rating organizations on two palm 

oil public companies on the IDX. The study showed that the 

rating organizations Sustainalytics and SPOTT showed 

different scoring results, leading to the opinion that the 

generalized assessment was unable to capture how the 

challenges and opportunities faced by a specific industry 

relate to its sustainability activities. The study also stated 

that there were criteria and calculation methods that were 

not clearly explained by Systainalytics, causing the 

assessment to be incomparable with that carried out by 

SPOTT. (Suhardjo et al., 2024). 

In this study, the window period studied was relatively 

short, namely 3 days before and 3 days after the information 

on the increase in ESG risk value informed by MS. A 

relatively short window is expected to minimize other 

conditions that are not caused by the announcement from the 

MS. This is as stated by Hartono (2023) who stated that the 

research by Ryngaert and Netter (1990) found that there was 

research showing that a short window period was better able 

to capture the significant effects of events. Although there is 

the opposite consequence where a window that is too short 

can cause the possibility of not being able to capture the 

event entirely. The length of the window varies depending 

on the event that is assumed to be the cause of the change in 

investor decisions, starting from 3 days to 250 days if using 

daily data (Hartono, 2023). 

Hypothesis 

Based on the description above, the hypothesis formulated 

for this research is as follows: 

Ho: There is no difference in share prices before and after 

information on the increase in ESG Risk Value. 

Ha: There is a difference in share prices before and after the 

information on the increase in ESG Risk Value 

 

III. RESEARCH METHOD 

This study uses a statistical method of different-tests to find 

differences before and after there is information on the 

increase in ESG risk value on share market prices. The two-

measurement difference-test is applied in research where the 

same measuring instrument is used twice on the same 

sample at different times (Sufren & Natanael, 2013) . In this 

case, the initial measuring instrument is the share price 

before the information on the increase in ESG risk value and 

the next measurement is the share price after the information 

on the increase in ESG risk value. 

Two-measurement research is generally used to test whether 

the treatment of the sample (in this case the information on 

the increase in ESG risk value) gives significantly different 

results or not. This two-measurement difference-test begins 

with conducting a test to see whether the data is normally 

distributed or not, then choosing the right statistical method 

for different tests, in this study using the paired sample t-test 

(Sufren & Natanael, 2013) 

Data Types and Sources 

The data used in this study are secondary data, that is the 

data obtained indirectly in the form of reports that have been 

compiled in published archives at IDX website. The data 

sources in this study are the ESG Sustainalitycs risk value 

and the closing price of shares published on the official 
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website of the Indonesia Stock Exchange, the 

www.idx.co.id. 

Population and Research Sample 

The population in this study were companies listed on the 

Indonesia Stock Exchange during the research data 

collection period, those were 901 companies (IDX, 2023) 

consisting of various types of industries. The dominance of 

companies whose shares are listed on the IDX comes from 

the Consumer Cyclicals sector, followed by the Consumer 

Non-Cyclicals, Financials and Basic Materials sectors. 

Structurally, public companies on the IDX are grouped into 

12 sectors, which are further divided into 4 levels of 

classification, namely Sector, Sub-Sector, Industry, Sub-

Industry (IDX, nd-a). 

The samples taken were 39 listed companies that had 

undergone ESG assessment by the Morning Systainalitics 

institution and experienced an increase in ESG risk value 

according to information recorded on the IDX at the time 

the data was taken, which was in the period of May 15, 2024 

to June 30, 2024. An example of the page displayed in 

Figure 1, which showed the increase or the decrease in the 

risk value of the company. To obtain the company's share 

price, the data taken was the average closing share price in 

the IDX for 3 days before and 3 days after the information 

was available on the last update date of the ESG risk value 

on the Morningstar Sustainalytics webpage. 

 

 
Figure 1 – ESG value increase/decrease information 

Source: IDX, 2024 

 

Thus, the criteria fulfilled in selecting research samples 

are as follows: 

1. Companies listed on the Indonesia Stock Exchange 

2. The Company has undergone an ESG risk 

assessment by Morningstar Sustainability.  

3. The company was identified as experiencing an 

increase in ESG risk value in the period from May 

15, 2024 to June 30, 2024 on the Indonesia Stock 

Exchange (IDX, nd-b) page. 

4. The company has closing share price data on the 

Indonesia Stock Exchange (IDX, nd-c) page on 3 

days before dan 3 days after the last update date 

listed on the ESG risk score page from Morningstar 

Sustainalytics webpage (Sustainalytics, nd)  

There are 39 sample companies that meet criteria 1 to 4. 

 

IV. RESULTS AND DISCUSSION 

STATISTICAL TEST RESULTS 

Before determining the appropriate test method, an initial 

test is conducted to see whether the data is normally 

distributed. The results of the data normality test using the 

One-Sample Kolmogorov-Smirnov Test, the significance 

results (2-tailed) for share market prices before the 

information of the increase in ESG risk were 0.090> 0.05 

and for share market prices after the information of the 

increase in ESG risk were 0.094> 0.05, which means that 

both groups of data are normally distributed. Thus, the next 

test is to use the Paired Sample T-Test, which is a test of the 

difference between two measurements that is classified as 

parametric statistics for normally distributed data (Sufren & 

Natanael, 2013). 

The Paired Sample T-Test on samples that meet the 

selection criteria shows the data processing results that 

shows the mean and standard deviation. Share market price 

data after information of the increase in ESG risk value (M 

= 2975.8974; SD = 3081.36366) has a greater average than 

the price before information of the increase in risk value (M 

= 2952.7949; SD = 3073.92148). Descriptively, it can be 

said that the share market price after information on the 

increase in ESG risk is on average greater than the share 

market price after information on the increase in ESG risk. 

As for the result of Paired Samples Correlations test, the 

correlation between the data before and after the information 

of the increase in risk shows a figure of 0.999 with a 

significance level of 0.000<0.05, which means that there is a 

close relationship between share market prices before and 

after the information of the increase in the company's ESG 

risk level. 

Paired Samples Test shows a significance (2-tailed) of 0.192 

> 0.05, which means there is no significant difference in 

data measurements before and after the information on the 

increase in ESG risk value. The mean or average difference 

between the price before and after the information was -

23.10256 with a negative sign, meaning that the average 

price before the information on the increase in ESG risk was 

smaller than the price after the information on the increase 

in ESG risk. This result is not consistent with the 

expectation that the increase of risk would decrease the 

value of the company, which should be shown as lower 

share prices. 

It can be concluded through the paired samples t-test that 

there is no significant difference in the prices between the 

share market price 3 days before and 3 days after the 

information of the increase in ESG risk value, where t(38) = 

-1.328; p>0.05. The price data after the information (M = 

2975.8974; SD = 3081.36366) has a smaller average than 

the price before the information (M = 2952.7949; SD = 

3073.92148). This means that the information on the 
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increase in ESG risk value has not been proven to reduce the 

company's share market price. 

In addition to conducting a difference test on the entire 

sample, the same test was also conducted for each company 

risk group, namely the company group at the Low, Medium, 

High, and Severe risk levels. The results of the paired 

sample t-test from each group of companies are described in 

Table 5 and Table 6 for the low risks group, Table 7 and 

Table 8 for the medium risk group, Table 9 and Table 10 for 

the high-risk group and Table 11 and Table 12 for the severe 

risk group. 

For the group of companies included in the low risks 

category, the results of the statistical tests are shown as 

follows: 

Paired Samples Statistics showed the average value of share 

prices before information is 2028.5000 and the value of 

share prices after information is 2050.1667. 

Paired Samples Test shows a significance of 0.560 > 0.05, 

which means that the results of the difference test are not 

significant between before and after the information, where 

the average difference in prices before the information is 

lower than after the information with a mean value of -

21.66667. 

For the group of companies included in the medium risk 

group, they are as shown as follows: 

Paired Samples Statistics shows that the price before the 

information was lower, which was at the value of 2781.3158 

compared to the price after the information, at the value of 

2803.6316. 

From the Paired Sample Test, it can be seen that the 

significance value is 0.468 > 0.05, which means that there is 

no significant difference between the data before and after 

information related to ESG risk, where the price before the 

information is lower than the price after the information 

with an average of -22.31579. 

The results of the difference test in the high-risk group are 

as as follows: 

Paired sample statistics shown that the average price before 

information was 4416.2222 in the high ESG risk group of 

companies and the average price after information was 

4457.7778. 

In the high-risk company group, Paired Samples Test 

showed a significance level of 0.281 > 0.05 was obtained, 

meaning there was no significant difference before and after 

the information, with an average difference of -41.55556, 

where the price before was lower than the price after the 

information was provided. 

For companies included in severe risks classification, the 

results of the price difference test are shown as follows: 

Paired Samples Statistics showed that the average price in 

the group of companies with a severe risk level is 2079.4000 

before information and 2074.0000 after information. 

It can be seen from the result of Paired Samples Test that the 

significance result of 0.662 > 0.05 means that there is no 

significant difference before and after the information, the 

mean difference is 5.40000 which means that the average 

price value after the information is smaller than the average 

price before the information. 

 

DISCUSSION 

Activities related to ESG actually started when there was an 

activity called Corporate Social Responsibility (CSR). There 

is a difference between CSR activities and sustainability 

activities or ESG which have recently been in the spotlight. 

Conceptually, sustainability activities are activities that do 

not stop at just one moment but rather activities that must be 

sustainable with long-term impacts. Through activities that 

are inherent and holistic in the company's daily activities, 

sustainability activities that are considered significant will 

be able to improve ESG conditions in each company. 

Conversely, when there is a condition where the company's 

ESG risk is not good, the expectation is that the company's 

value will decrease, which should be reflected in the 

company's share market price. 

This study only tries to find price changes in a relatively 

short period, which were 3 days before and 3 days after the 

ESG value information update published by MS. This period 

was chosen on the basis that the period range was expected 

to capture changes from newly published information. 

Because this information was relatively new, investors 

certainly need time to process the information in order to 

make the buying and selling decisions. The different MS 

information update dates for each company can also reduce 

the possibility that share prices are influenced by one or 

more other events that significantly affect the general 

market price. 

Based on the results obtained statistically, it could not be 

proven that information of increasing ESG risk values could 

reduce the company's share market price in a relatively short 

period. This showed that the information was ignored by 

short-term investors. These results may also indicate that 

investors who make transactions on the IDX may not have 

paid attention to the ethical side of investing, so that there 

was no significant difference in the company's share market 

price before and after information of increasing company's 

ESG risk value. 

When similar tests were applied to groups of companies, 

there was also no significant difference. There was even a 

share price behavior that was not in accordance with 

expectations since there was an increase in price after 

information about the increase in the ESG risk level in 3 

risk-groups, except for the group of companies at the severe 

level. This could be an indication that in the severe ESG risk 

group, investors become more sensitive to information about 

the increase in the ESG risk level. However, further 

investigation showed uncompelling result. In this group, 

where there were 5 companies, the average price of 2 

companies actually increased 3 days after the information 
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and for the other 3 companies there was a decrease in price 

during that time period. This indicates that it was very likely 

that the share price decreased was only a coincidence and 

not triggered by the information about the increase in ESG 

risk value. 

In addition, the results of this study may also indicate that 

the information may be ignored by investors because they 

think that the increase in ESG risk will not have a direct 

financial impact in the short term. This is because ESG 

activities are activities that have a long-term or endless 

impact, so that the increase (or decrease) in the ESG risk 

level at a certain point of time does not necessarily indicate 

that the company is bad in its activities going forward. 

Unless there is other ESG information that is directly related 

to finance, for example a lawsuit that will have a direct 

impact on the company's financial losses, then there is a 

possibility that the information will affect the share market 

price. 

The ESG value information from MS published by the IDX 

is still relatively new, so it may be that investors have not 

yet absorbed or understood the new information. Therefore, 

further research can be conducted over a longer period of 

time to find out if there is a difference in share prices caused 

by information of the increase or decrease in the ESG risk 

value. Currently, the available time period is still relatively 

short, because information related to the ESG risk level 

available from MS on the IDX webpage only started at the 

end of 2023. 

MS's transparency in disclosing the calculation methodology 

is sufficient for an outline of how it works, but it does not 

show the details of the items measured from each ESG 

factor calculated. Also, the information provided by MS is 

quite difficult to understand because of the many factors that 

are considered. Therefore, it takes a relatively long time to 

be able to understand the calculation methodology 

developed by MS for the ESG value in each company. In 

addition, there are qualitative factors that can be applied by 

MS when assessing certain companies. Thus, investors seem 

to be given results without being able to know in more detail 

what build up the ESG score on these companies. This 

condition may indicate that the information disclosed 

considered insufficient to support short-term investor 

decision making. 

Transparency from MS in detailing what factors are 

involved in calculating ESG risk values needs to be added. 

The factors underlying sustainability activities are very 

broad and diverse, both in terms of the type of activity and 

the depth of the activities that can be carried out by a 

company. Therefore, if MS provides a description of the 

factors that are considered in ESG values and the scores 

given for each factor, it will certainly support investors in 

understanding the meaning of the company's ESG risk value 

and will be more influential in considering investor 

decision-making, especially among the ethical investors. 

In relation to the assessment of the MS, the IDX needs to 

consider that in the future investors who pay more attention 

to the ethical side of investment will likely increase. So that 

the demand for transparency in scoring related to ESG risks 

will also increase significantly. Therefore, the IDX needs to 

add more specific information related to materials that can 

be easily understood by investors on the IDX webpage, and 

not merely providing links to the MS organization as it is 

now. The information displayed by the organization may 

have different goal of interests compare to the IDX 

customers/investors needs 

 

V. CONCLUSION AND SUGGESTIONS 

According to the results of statistical testing, especially for 

investors who made short-term decision-making periods, in 

this case in the 3-day time span before and after the 

information related to the increase in ESG risk value, there 

was no significant change in the company's share market 

price. When companies were sorted according to low, 

medium, high, and severe ESG risk classification, there was 

also no significant difference. There was even an average 

increase in price after information of the increase in risk 

level, except in the severe group classification. However, the 

result in the severe group classification was not conclusive 

enough to conclude that the share reaction was caused by 

the information of increasing ESG risk value. 

IDX should provide a concise yet understandable 

information regarding the detailing of how the MS calculate 

the risk score in its webpage. This would increase the 

quality of the ESG information which in the future would be 

considered as much. To only provide the link to MS 

organization as currently done would only lead to confusion 

as to what information should be gathered in supporting the 

investment decision. 

As time pass by, the span of period for research could be 

available for a longer period of time. Future research could 

widen the window period of research whlist still keep the 

consideration regarding the possibility of other significant 

information which could influence the share prices. 
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