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Abstract. The relevance of sustainable development in the financial institution and its value is sig-
nificant in today’s financial landscape. This research aims to evaluate the efficiency of converting
sustainable development outcomes, quantified through ESG, into a financial institution’s valuation,
measured by the P/E ratio. In order to reach the aim, the DEA method was applied. The results
reveal that only one financial institution has an efficiency score of 1, signifying a notable efficiency
level. Most financial institutions in the dataset possess efficiency scores (represented by theta) be-
low 0.1, indicating a relative inefficiency in converting their E, S, and G scores into P/E ratios. The
results reveal that high E, S, and G scores do not result in higher P/E ratios. It might be advisable to
diversify investments across different financial institutions with diverse ESG profiles to mitigate risk
and optimise returns. These potential research perspectives offer opportunities for a more profound
understanding of the connection between ESG factors and the valuation of financial institutions.
They allow for an examination of the quality and transparency of ESG reporting, considering the
speciﬁc internal factors relevant to international financial institutions, as ESG continues to gain
recognition as an integral component of a company’s intangible assets.

Keywords: ESG, P/E ratio, financial institutions, diversified financial services and capital markets,
insurance companies, banks, efficiency, data envelopment analysis (DEA).
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Introduction

As the world faces growing environmental and social challenges, there is a heightened fo-
cus on sustainable practices within the financial sector. Financial institutions increasingly
integrate environmental, social, and governance (ESG) factors into their decision-making
processes, including investment and lending strategies.
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At the moment, in the world’s deteriorating situation, sustainability is no longer ques-
tionable and unattainable, but also tangible, actions and results a continuous long way re-
quired phenomenon. In an ever-evolving world, sustainable development is transitioning
from a mere luxury to a vital necessity for business survival. The escalating crisis of climate
change, encompassing resource scarcity, pollution, and emerging social challenges, poses
a substantial threat not only to the planet’s overall well-being but also to the continuity of
businesses (United Nations Secretary General, 2019). Consequently, a growing imperative is
to adopt longer-term investment strategies encompassing a broader spectrum of considera-
tions beyond purely financial metrics (Sun & Qiu, 2022). Therefore, it is necessary to care-
tully evaluate sustainable development results using more profound, more realistic indicators
than financial ones. Accordingly, Sokolova and Teymurov (2021) stated a significant surge
in scrutiny from institutions, investors, and the public regarding businesses’ contributions
to climate change consequences. As a result, numerous regulations and initiatives, such as
Environmental, Social, and Governance (ESG) reporting, are being developed to enhance the
transparency of business investment strategies.

Nevertheless, many companies grapple with the dilemma of allocating capital to sus-
tainable development endeavours due to their limited tools and knowledge for assessing the
outcomes and returns of such investments. Moreover, the concept of sustainability encom-
passes various pillars, including environmental, social, and governmental dimensions, each
demanding a distinct approach to the development and execution of sustainability strategies
(Landi et al., 2022). The complexity of this topic is further magnified when accounting for
diverse industries and the specific ways sustainability concerns influence them (Sanchez-
Planelles et al., 2022). Therefore, in consideration of financial institutions and their potential
role in sustainable development, as well as their influence on these institutions” ultimate
performance, the Price-to-Earnings (P/E) ratio has been selected as a vital financial metric
for assessing financial institutions’ value. Investors often see companies with strong ESG
performance as more sustainable and less risky. They may be better positioned to manage
environmental and social risks and are more likely to have robust governance structures in
place. As a result, such companies may command higher valuations, leading to higher P/E
ratios compared to their industry peers.

Consequently, the research aims to assess how efficiently sustainable development results,
expressed as ESG scores, transform into a financial institution’s value, expressed as the P/E
ratio.

In order too evaluate the efficiency of the chosen companies, Data Envelopment Analysis
(DEA) was opted. In the context of DEA, it is crucial to recognise and correctly define the
inputs and outputs. In this study, E, S, and G scores are selected as inputs, each collected
independently for the respective environmental (E), social (S), and governance (G) aspects.
Simultaneously, the P/E ratio has been designated as the chosen output measure.

The findings indicate that Danske Bank stands alone among financial institutions, boast-
ing an efficiency score of 1. The other is a group of financial institutions with efficiencies
above 0.2 but not exceeding 0.27. This means that efficiency is just over 20 per cent, but
not even 30 per cent. Consequently, it should be said that none of the financial institutions
examined in the study is efficient in terms of E, S, G and P/E.
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The rationale for this research lies in the growing recognition that sustainable practices
contribute not only to environmental and social well-being but also to the long-term resil-
ience and profitability of financial institutions.

The current paper is structured as follows. Firstly, the theoretical background is presented.
Secondly, the methodology is explained. After the methodology, the results obtained from
the research are presented along with the discussion. Finally, conclusions and limitations are
provided.

1. Theoretical background

In order to evaluate and measure the results of sustainability activities, many tools, indices,
accounting systems and matrices are offered. As the demand and need for sustainability
reporting grows, companies start looking for various sustainability strategies, such as ESG,
which is seen as the future of sustainability reporting standards (Ernst & Young [EY], 2021).
Chen et al. (2023) stated that ESG inputs increase the short-term costs of a company but
improve medium- and long-term performance. Atkins et al. (2023) stressed out the popu-
larity of ESG increases due to the fact that various investors and representatives of interest-
ed companies expect companies to comply with strict ESG criteria. Important disclosures
in ESG reports are not only environmental measures but also social issues, especially after
the COVID-19 pandemic, which brought worldwide concerns about income inequality and
workers’ safety (MSCI ESG Research, 2021). The importance of the use of ESG in this study
can be highlighted by Duque-Grisales and Aguilera-Caracuel (2021), who emphasise ESG as
the essential basis for corporate social responsibility (CSR) in the development of sustaina-
bility strategies that affect the financial performance of companies.

In order to have a more comprehensive unified company’s sustainability value, various
organisations, based on their own methodology, estimate ESG scores for corporations. ESG
concept is used in this paper as a basis for analysing a company’s sustainable development.
S&P Global ESG score (S&P Global, 2022) is used for the purpose of this thesis research. S&P
Global is chosen because it utilises one of the most advanced ESG scoring methodologies in
the market today by drawing upon over 20 years of experience (S&P Global, 2022). When
assessing how efficiently sustainability transforms to a company’s value, which is expressed
as the P/E ratio, special attention must be paid not only to the structure of its sustainability
strategy and different sustainability aspects such as E, S and G but also to the emphasise of
the government aspect should be taken into consideration, as an essential phase of sustain-
ability strategy (Rasmussen, 2020).

When talking about the concept of company value in the context of sustainable devel-
opment, the first question is which dimension is the most correct and most reflective of the
real situation. For evaluation of the company’s value, which can have and reflect at least a
fraction of the result of sustainable development, so far, there is no consensus. Therefore,
various aspects across a broad spectrum should be examined. For instance, the assessment
of a company’s value often revolves around its market reputation, as explored by various re-
searchers (Lo & Kwan, 2017; Zhang et al., 2019). For example, Hunt et al. (2017) delve into
aspects such as employee productivity, talent acquisition, and innovation levels as indicators
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of company value. Simultaneously, the most prevalent method for evaluating a company’s
value remains the examination of its financial ratios. Accordingly, taking into account the
object under consideration - financial institutions, and reflecting the possible contribution
of sustainable development, but also the impact on the final results of these institutions, P/E
ratio is an important financial metric for evaluating financial institutions was chosen. The
ratio combines a market-based component, represented by the stock price, with an account-
ing-based component, which encompasses the earnings included in the denominator of the
earnings per share. Consequently, this ratio can be viewed as a hybrid blend, incorporating
both market-based and accounting-based measures of financial performance (Isaacs, 2015).
The primary rationale for utilising this ratio is its utility in helping stakeholders assess the
value of a company’s shares in comparison to those of its competitors, as highlighted by (Du
Toit & Lekoloane, 2018). Lower P/E ratios are typically associated with companies charac-
terised as having low growth prospects and higher risk. If companies boasting higher ESG
scores exhibit correspondingly higher P/E ratios compared to those with lower ESG scores,
it would imply that investors view them as safer investments with greater growth potential.
Conversely, if these companies with higher ESG scores feature lower P/E ratios, the opposite
inference would hold true (Kriek et al., 2008). While the P/E ratio is a valuable metric for
assessing the valuation of financial institutions, it should be used in conjunction with other
financial indicators and considered within the context of the unique factors that affect these
institutions; this research assumes a valid ceteris paribus condition.

Theoretically speaking, the relationship between ESG factors and the P/E ratio is complex
and multifaceted. Strong ESG practices can help companies mitigate various risks (Cornell,
2021), may be linked to reduced information asymmetry or improved disclosure quality (Lo-
pez-de-Silanes et al., 2020), and lower risk profiles may translate into more stable earnings,
which can, in turn, support higher P/E ratios. As sustainable goals are inherently long-term
in nature, their impacts also manifest over an extended time horizon. Many authors (Henisz
et al.,, 2019; Gary, 2019; Cappucci, 2018; Aich et al., 2021; Larcker et al., 2022) examine
long-term perspective, and ESG-conscious investors tend to have a longer-term investment
horizon. They are often willing to pay a premium for companies that prioritise sustainability
because they believe these companies are better positioned to weather long-term challenges.
This can contribute to higher P/E ratios for ESG leaders.

Investor sentiment can also play a role in the relationship between ESG and the P/E ratio.
Some authors (Dhasmana et al., 2023) establish a connection between the ESG index and
investor sentiment, though it is asymmetric and influenced by extreme market conditions;
others (Ford et al., 2022) revealed that companies in the top ESG-rated portfolio receive nota-
bly more optimistic sentiment compared to those in the lowest portfolio, and other (Schmidt,
2019) examined ESG-related news, which appears to be correlated with a stock’s financial
performance. Therefore, on the whole, it can be stated that positive news or developments
related to a company’s ESG efforts can lead to increased investor interest and a higher stock
price, potentially elevating the P/E ratio.

In summary, while there is no one-size-fits-all relationship between ESG and the P/E
ratio, strong ESG performance can positively influence a company’s valuation. Companies
that prioritise ESG factors may enjoy a premium on their stock prices, resulting in higher P/E
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ratios. However, the impact can vary depending on industry dynamics, investor sentiment,
and the materiality of ESG issues for each specific company. Investors should consider both
financial and ESG factors when evaluating the investment potential of a company.

2. Methodology

For assessing the efficiency of the selected companies, Data Envelopment Analysis (DEA) was
chosen. The research covered 83 financial institutions. The financial institutions were selected
based on the following criteria: 1) the companies that are listed on the S&P Global database
(S&P Global, 2022) and provide free access to the Environmental, Social and Governmental
(ESG) scores and separate Environmental (E), Social (S) and Governmental (G) scores were
selected; 2) the companies that publish their P/E ratios in the same database (Wall Street
Journal, 2023).

Only financial institutions that submitted both data were selected, so in the final, 23
companies from diversified financial services and capital markets, 24 insurance companies
and 36 banks, covering 83 financial institutions from 18 countries: Austria, Belgium, Czech
Republic, Denmark, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Netherlands,
Norway, Poland, Spain, Sweden, Switzerland, and the United Kingdom of Great Britain and
Northern Ireland.

DEA was selected as it is indeed a powerful tool for efficiency assessment, particularly in
the context of evaluating the relative efficiency of multiple decision-making units (DMUs),
such as organisations, departments, or branches. DEA is designed to determine the relative
efficiency of DMUs within a given set. DEA provides a benchmark for each DMU, which is
the most efficient unit in the set. Other DMUs are compared to this benchmark, allowing
companies to identify areas for improvement. In DEA, it is essential to identify and specify
the inputs and outputs for the DMUs being evaluated. Inputs are the resources or factors
that a DMU consumes or uses in its operations, while outputs are the products, services, or
outcomes that a DMU produces or achieves. These inputs and outputs are fundamental to
the DEA analysis and are used to assess the relative efficiency of the DMUs. In the present
research, inputs are presented by E, S and G scores (collected separately for E, S and G), while
the P/E ratio was selected as the output.

DEA is indeed a versatile and widely used technique in various research fields. For in-
stance, DEA is often used in bank efficiency measurement (Chaudhary & Arora, 2022; Fer-
reira, 2020; Horvat et al., 2023; Thaker et al., 2022; Wu et al., 2022). Another field in which
scholars apply DEA methodology is circular economy (Ding et al., 2020; Fan & Fang, 2020;
Guo et al., 2023; Wang et al., 2021). There are works where DEA is used for companies’
efficiency evaluation (Huang et al., 2021; Lin & Hong, 2020; Maziotis et al., 2020). Hence,
the current research employs DEA for companies’ efficiency evaluation. However, in the
current research, unique inputs and outputs are used. As it was mentioned above, the inputs
are E, S, and G, and the output — P/E ratio. The usage of selected indicators in the complex
is underestimated, and this could be considered as a research gap. Therefore, the present
research covers the mentioned gap and contributes to the existing knowledge in the field of
efficiency calculation.
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Before the efficiency calculations, the descriptive statistics were computed and provided
in Table 1 (the initial data is provided in the Appendix).

Table 1. Descriptive statistics (source: authors’ calculations)

Variable Obs Mean Std. dev. Min Max
P/E ratio 83 16.19964 33.16165 1.4 291.74
E 83 54.46988 18.90047 14 93
S 83 53.19277 20.58857 12 94
G 83 58.72289 17.74914 26 91

For the present research, the DEA constant return to scale (CRS) output-oriented tech-
nique was chosen. The CRS assumption in DEA implies that the scale of operations is held
constant. In other words, it assumes that the DMUs are operating at an optimal scale, neither
underutilising nor overutilising their resources. This assumption is used to assess pure tech-
nical efficiency, focusing on how well a DMU utilises its resources to produce outputs. In
an output-oriented DEA model, the goal is to assess the efficiency of DMUs in producing as
many outputs as possible, given their input levels (Skica et al., 2019). This means that DMUs
are evaluated based on their ability to maximise output production while holding their inputs
constant. In practical terms, the DEA CRS output-oriented model evaluates the efficiency of
each DMU by comparing their actual output levels to a “frontier” of best-performing DMUs,
which are considered to be 100% efficient. DMUs that fall below this frontier are considered
inefficient and may have opportunities to improve their operations. This model provides a
benchmark for inefficient DMUs to strive for greater efficiency without changing the scale of
their operations. The DEA CRS output-oriented model is particularly useful when assessing
how efficiently companies are using their resources to produce outputs and identify areas
where improvements can be made to enhance productivity. The primal equations for the CRS
output-oriented model are given below:

m
Minimise ) VX ;
=1

m S
s.t. ZVixik —Zuryrj >0 j=L...n;
i=1 r=1

s
Zuryrk =L
r=1

u,v; >0 Vr=L..,s i=1..,m,

where: y,; — quantity of output r produced by company k; x;; — quantity of input i covered by
company k; u, - the weights of output r; v; - the weights of input i; # - number of countries
to be evaluated; s - number of outputs; m — number of inputs.

As was mentioned above, E, S, and G indicators are used as inputs, and the P/E ratio
values are used as output.
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In order to assess how efficiently the inputs represented by the E, S, and G scores transform
to the output represented by the P/E ratio, DEA was completed, and the results are provided

in Table 2.

Table 2. DEA results (source: authors’ calculations)

Warszawie S.A.

Company theta! Rank Company theta Rank

Eurobank

Danske Bank A/S 1 1 Ergasias Svcs 0.030972 43
&Amp

Quilter ple 0.264 2 Zurich Insurance | 30604 44

’ Group AG ’

Allfunds Group 0.258912 3 IG Group 0.03007 45

plc Holdings Plc
Intermediate

Nordnet AB (publ) 0.21717 4 Capital Group plc 0.029765 46

Groupe Bruxelles | 5537 5 Storebrand ASA | 0.029535 47

Lambert

London Stock Piraeus Financial

gl)ichange Group 0.201798 6 Holdings S.A 0.02941 48
Standard

SCOR SE 0.155255 7 Chartered PLC 0.027181 49
Alpha Services

Avanza Bank .

Holding AB (publ) 0.129007 8 ggd Holdings 0.026546 50

Tryg A/S 0.105951 9 SBanCO BPM 0.026214 51

p-A.

Schroders Plc 0.098688 10 AIB Group plc 0.026136 52

Partners Group

Holding AG 0.091897 11 OTP Bank Nyrt. 0.025822 53
UnipolSai

Admiral Group plc| 0.088704 12 Assicurazioni 0.025268 54
S.p.A.

Hargreaves 0.069436 13 DNB Bank ASA |  0.024713 55

Lansdown Plc

Amundi S.A. 0.069171 14 Legal & General | 3676 56
Group Plc

SAIZ)“:“ Holding 0.065603 15 ageas SA/NV 0.023664 57

Bank Handlowy w | ¢ 16 Mapfre, S.A. 0.022618 58

! theta denotes efficiency score.
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Continued Table 2

Company theta! Rank Company theta Rank
NN Group N.V. 0.057013 17 igmmmbank 0.022554 59
Hannover Riick SE | 0.054285 18 3i Group plc 0.022436 60
Helvetia Holding National Bank of
AG 0.05035 19 Cooorn s A 0.02228 61
Talanx AG 0.049941 20 CaixaBank, S.A. 0.022255 62
gircgm Money UK-| - 048791 21 Nordea Bank Abp| 0.021887 63
FinecoBank Banca | 1745 22 AXA SA 0.021319 64
Fineco S.p.A.

Gjensidige 0.047521 23 ASR Nederland 0.021183 65
Forsikring ASA ’ N.V. ’
. Banco de
Prudential Plc 0.046594 24 Sabadell, S.A. 0.018177 66
SpareBank 1 SR- Crédit Agricole
Bk ASA 0.046326 25 N 0.018 67
Wendel 0.046021 26 Intesa Sanpaolo 0.01781 68
S.p.A.
Banca
Mediolanum 0.044607 27 Poste Italiane Spa |  0.017545 69
Sp.A.
Bawag Group AG |  0.043478 28 Investor AB 0.017399 70
(publ)
Swedbank AB
Beazley plc 0.042194 29 (publ) 0.017397 71
Svenska
Santander Bank 0.041055 30 Handelsbanken 0.01738 72
Polska S.A.
AB (publ)
Man Group Plc 0.038346 31 SEBC Holdings | 16696 73
D Assicurazioni
Banca di Credito 0.038195 32 : 0.016082 74
. o Generali S.p.A.
Finanziario S.p.A.
Powszechny
Zaklad 0.037913 33 I\ttwe“ Group 0.01567 75
Ubezpieczen SA P
MONETA Money | 37496 34 BPER Banca SpA |  0.015639 76
Bank, a.s.
TG‘“S Bar Gruppe | 137113 35 UniCredit Sp.A. | 0.015331 77
Swiss Re AG 0.036077 36 KBC Group NV 0.014826 78
Eurazeo SE 0.035549 37 }S?"X‘CO Santander, | 4049 79
iréte Group Bank | 34767 38 BNP Paribas SA | 0.012874 80
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End of Table 2

Company theta! Rank Company theta Rank
Skandinaviska
Enskilda Banken 0.034149 39 gle(:‘i?;h;fﬁ‘iiaﬁ 0.011662 81
AB (publ) &
Vienna Insurance | 133549 40 UBS Group AG 0.005361 82
Group
Deutsche Borse 0.033687 41 Raiffeisen Bank 0.003691 33
AG ’ International AG ’
Swiss Life Holding
AG 0.033649 42

As shown in Table 2, the only financial institution that could be considered efficient is
Danske Bank (theta is 1). This could be explained by the fact that the mentioned company
has the highest P/E ratio (291.74). At the same time, the E, S and G scores are correspond-
ingly 50, 31 and 39, which is not the highest compared to the remaining dataset. This means
that not the highest E, S, and G scores transform to the highest P/E ratio, which leads to
absolute efliciency. Another is the group of financial institutions, which theta is approx. 0.2
or higher, but no higher than 0.27. These are Quilter plc, Allfunds Group plc, Nordnet AB
(publ), Groupe Bruxelles Lambert and London Stock Exchange Group plc. The efficiency
scores are very similar; however, the initial data is different. For instance, for Nordnet AB
(publ), the E score is 14, S - 18, G - 26, and the P/E ratio is 17.74. At the same time, for
Allfunds Group plc, the E score is 43, S - 48, G - 64, and the P/E ratio is 64.96. The initial
data is different, but the thetas are similar. This is due to the fact that in Nordnet AB’s (publ)
case, quite low inputs produce low output; in the second case, the high input values produce
high output. So, the transformation process is almost the same. It should be noted that the
majority of financial institutions’ efficiency scores are lower than 0.1, i.e. lower than 10%. This
is due to the fact that relatively high E, S, and G scores produce a low P/E ratio. It means that
the financial institutions are inefficient.

The results obtained were surprising but were not exceptional. Because there are no similar
studies, and the interaction between the results of sustainable development and the assessment
of financial institutions has been vaguely examined, only a few authors who have examined this
relationship even slightly are worth mentioning. Junius et al. (2020) seek to explore the relation-
ship between ESG performance, firm performance, and market value. The study’s key finding is
that the ESG score does not significantly influence firm performance and market value, possibly
due to the ESG score not being integrated into the measurement of firm performance at this
stage. Ball (2020) analysed the connection between the ESG performance of listed companies
on the stock exchange and their financial performance. The results revealed a negative relation-
ship and correlation between a firm's ESG performance and its P/E ratio.

Some positive results have been obtained by Do and Pham (2020), who assessed the
durability of earnings and investigated the correlation between sustainable earnings and the
P/E ratio. The findings indicate that both the sustainable and non-sustainable segments of
earnings growth have been empirically demonstrated to impact the P/E ratio.



932 I Lapinskaiteé, V. Skvarciany. Sustainable metamorphosis: examining sustainability transformation...

Since, as already mentioned, there are very few studies combining and analysing the syn-
ergy of P/E and ESG, it is worth mentioning a few authors who have examined ESG and the
performance of financial institutions as additional contributions to this analysis. Moufty et al.
(2021) explored four dimensions of sustainability and assessed their impact on bank perfor-
mance. The findings unveiled a noteworthy positive correlation between the internal social
dimensions of sustainability and bank performance. However, the study did not identify
any conclusive evidence supporting a relationship between the environmental dimensions
of sustainability and bank performance. Meanwhile, Rahi et al. (2022) investigated how ESG
scores influence financial performance and discovered both positive and negative impacts.
The study revealed a negative correlation between ESG practices and return on invested capi-
tal, return on equity, and earnings per share. Conversely, a positive correlation was identified
between only one part of ESG scores — governance and return on assets.

Looking at the narrow range of studies that have been carried out, it is clear that there
is no single answer and that more of the results are negative. It is therefore worth continu-
ing and deepening the research in this area and seeking an answer as to why ESG is not as
strongly reflected and manifested in the performance of financial institutions, particularly in
terms of the P/E ratio, as sustainability practitioners would like.

Conclusions

Although theoretical analysis states that strong ESG performance has the potential to have a
favourable impact on a company’s valuation, the results reveal a different reality.

The research suggests that Danske Bank is the only financial institution with an ef-
ficiency score of 1 and the highest P/E ratio, indicating a high efficiency level in this
specific context. However, other financial institutions in the dataset also exhibit varying
degrees of efficiency in transforming their inputs into P/E ratios, as reflected by their
theta values. Most financial institutions in the dataset have efficiency scores (theta) lower
than 0.1, implying that they are relatively inefficient in transforming their E, S, and G
scores into P/E ratios. This suggests that high E, S, and G scores do not necessarily lead
to high P/E ratios for these financial institutions. It is essential to consider that efficiency
and valuation can be influenced by various factors and metrics beyond just E, S, and G
scores and P/E ratios.

It is important to note that other factors potentially leading to these results are the limi-
tations of the research. Due to the lack of data availability, two criteria for selection of the
companies were applied:

- The companies that are listed on the S&P Global database (S&P Global, 2022) and
provide free access to the Environmental, Social and Governmental (ESG) scores and
separate Environmental (E), Social (S) and Governmental (G) scores were selected.

- The companies that publish their P/E ratios in the same database (Wall Street Journal,
2023).

Only financial institutions that submitted both data were selected, so in the final, 23
companies from diversified financial services and capital markets, 24 insurance companies
and 36 banks, covering 83 financial institutions from 18 countries.
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Indeed, the research findings open up several avenues for further investigation and ex-
ploration in ESG and financial valuation of financial institutions. Some potential research
directions could cover market anomalies when financial institutions with seemingly low ESG
scores achieve high valuations or vice versa, consideration of broader macroeconomic trends
and global events that may be influencing the relationship between ESG scores, P/E ratios
and financial institutions” valuation, and analysis of the quality and transparency of ESG
disclosure considering the internal company’s factors, as ESG is increasingly recognised as
an integral component of a company’s intangible assets.

It should not be excluded that these negative results may also be influenced by interme-
diate internal institutional factors, which may mutually affect both the sustainability per-
formance, in this case, expressed in terms of the ESG score and the P/E ratio, the financial
institution’s actual value proposition.

These research possibilities can provide deeper insights into the complex relationship
between ESG factors and financial institutions’ valuation, offering valuable guidance to inves-
tors, analysts, policymakers, and other stakeholders seeking to navigate the intersection of
sustainability and companies’ results.

The findings from this research have several practical implications for investors, financial
analysts, and policymakers. Investors should be cautious about solely relying on ESG scores
when making investment decisions, especially in the financial sector. Diversification across
different financial institutions with varying ESG profiles may be prudent to manage risk and
optimise returns. While ESG scores provide valuable insights into a financial institution’s sus-
tainability and ethical practices, they should be considered alongside other financial metrics
and industry-specific factors influencing valuation. As varying efficiency levels in transform-
ing ESG scores into P/E ratios suggest potential risk factors, stakeholders should consider
how efficiently a financial institution converts ESG efforts into market value and whether this
aligns with its risk tolerance and investment objectives. Policymakers and regulatory bodies
should recognise that ESG factors may not solely determine financial institution valuation.
Regulations and standards should be designed to encourage transparent reporting of ESG
practices while considering the broader financial landscape.
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APPENDIX

Company PE E S G
1 Storebrand ASA 15.51 90 88 87
2 Danske Bank A/S 291.74 50 31 39
3 DNB Bank ASA 8.94 62 44 57
4 Svenska Handelsbanken AB (publ) 7.2 71 71 66
5 Nordea Bank Abp 7.79 61 57 79
6 Swedbank AB (publ) 7.41 73 74 78
7 Gjensidige Forsikring ASA 18.3 66 45 58
8 SpareBank 1 SR-Bank ASA 8.92 33 21 37
9 Santander Bank Polska S.A. 10.54 44 45 48
10 (SIl)(Slglc;inaviska Enskilda Banken AB 297 40 46 46
11 | Allfunds Group plc 64.96 43 48 64
12 Avanza Bank Holding AB (publ) 16.56 22 29 31
13 BNP Paribas SA 6.31 84 90 80
14 | Crédit Agricole S.A. 5.79 56 45 43
15 | Deutsche Bank Aktiengesellschaft 4.1 65 74 47
16 | HSBC Holdings plc 6.04 62 59 64
17 | NatWest Group plc 5.76 63 65 58
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Company PE E S G
18 Nordnet AB (publ) 17.74 14 18 26
19 | Standard Chartered PLC 9.04 57 42 48
20 UBS Group AG 2.44 78 86 74
21 | AIB Group plc 9.76 64 66 73
22 | Bank Handlowy w Warszawie S.A. 5.45 15 31 26
23 | Powszechny Zaklad Ubezpieczen SA 7.3 33 37 41
24 |Tryg A/S 24.11 39 39 53
25 Investor AB (publ) 4.67 46 44 50
26 Virgin Money UK PLC 5.51 41 12 50
27 Vienna Insurance Group 5.53 28 29 40
28 | Bawag Group AG 9.64 38 41 55
29 | Erste Group Bank AG 5.68 28 40 43
30 | Raiffeisen Bank International AG 1.4 65 57 63
31 ageas SA/NV 7.18 52 42 57
32 | Groupe Bruxelles Lambert 59.05 49 53 54
33 | KBC Group NV 7.18 83 69 75
34 MONETA Money Bank, a.s. 8.97 41 32 41
35 AXA SA 10.2 82 94 91
36 Amundi S.A. 10.09 25 26 35
37 | Eurazeo SE 7.18 65 24 27
38 SCOR SE 61.6 68 55 68
39 Wendel 16.38 61 71 77
40 Hannover Riick SE 14.57 46 39 46
41 | Deutsche Borse AG 18.28 93 78 75
42 Commerzbank AG 6.58 50 42 48
43 Talanx AG 12.53 43 35 43
44 | Piraeus Financial Holdings S.A 5.72 51 38 26
45 | Alpha Services And Holdings S.A 6.97 45 52 41
46 | Eurobank Ergasias Svcs &Amp 5.06 28 58 54
47 | National Bank of Greece S.A. 4.81 37 51 43
48 OTP Bank Nyrt. 4.52 30 45 48
49 BPER Banca SpA 5.11 56 52 54
50 | Banca Mediolanum S.p.A. 9.63 37 54 56
51 UnipolSai Assicurazioni S.p.A. 10.91 74 77 78
52 Assicurazioni Generali S.p.A. 8.07 86 93 89
53 | Azimut Holding S.p.A. 6.89 18 48 33
54 | Banco BPM S.p.A. 6.73 44 58 59
55 FinecoBank Banca Fineco S.p.A. 13.9 50 70 73
56 | Intesa Sanpaolo S.p.A. 7.69 74 85 81
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Company PE E S G
7 | Binatati sp o credito 1092 | 49 59 67
58 | Poste Italiane Spa 7.78 76 89 90
59 UniCredit S.p.A. 4.92 55 66 67
60 | ASR Nederland N.V. 9.27 75 85 83
61 | NN Group N.V. 26.28 79 73 86
62 Banco Santander, S.A. 6.23 76 83 86
63 Banco de Sabadell, S.A. 7 66 76 76
64 CaixaBank, S.A. 8.83 68 82 84
65 | Mapfre, S.A. 9.37 71 85 82
66 | Helvetia Holding AG 12.32 56 26 40
67 Julius Bér Gruppe AG 11.91 55 49 54
68 | Partners Group Holding AG 26.81 50 56 74
69 | Swiss Life Holding AG 11.78 60 46 61
70 | Swiss Re AG 16.84 80 86 91
71 Zurich Insurance Group AG 13.48 75 70 79
72 3i Group plc 4.32 33 37 60
73 | Admiral Group plc 19.15 37 38 58
74 | Beazley plc 10.34 42 38 58
75 | Hargreaves Lansdown Plc 14.18 35 40 47
76 | IG Group Holdings Plc 7.72 44 29 47
77 | Intermediate Capital Group plc 13.72 79 56 67
78 | Legal & General Group Plc 9.67 70 58 80
79 | London Stock Exchange Group plc 64.57 79 34 48
80 | Man Group Plc 8.3 44 23 40
81 Prudential Plc 16.04 59 56 66
82 Quilter plc 40.05 26 44 53
83 | Schroders Plc 14.86 63 16 34




