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ABSTRACT

Although many studies have been conducted on the impact of increasing social awareness
of corporate social responsibility activities on financial and non—financial performances, the
number of studies conducted by financial companies is relatively small compared to those
conducted by non-financial companies such as manufacturing and service industries. Accor—
dingly, this study explores the impact of corporate social responsibility activities on the
Earnings Persistence of financial companies through a regression analysis that utilizes the
conversion score of an ESG rating of a Korean listed company provided by the Korea
Corporate Governance Service (KCGS) as a variable for the company’s social responsibility
activities. Through this analysis, the study found that, among the ESG scores that are
variables of social responsibility activities, the ESG governance score was significant in
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the direction of (+) for the Earnings Persistence. In addition, the same study conducted by
classifying the entire sample into six sub-industries shows that the ESG governance score
in the banking industry was more significant compared to when the regression analysis was
conducted on the entirety of the samples. Therefore, this study concludes that the soundness
and reliability of corporate governance have a positive effect on Corporate Earnings Persis—

tence.
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(Figure 1) Trends in the Number of Sustainability Reports Published
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(Table 2) Descriptive Statistics-Total

N = 219
Mean Std Dev Maximum Median Minimum

Pit 0.0201 0.0372 0.3470 0.0103 -0.0221
Pit-1 0.0198 0.0401 0.3470 0.0102 -0.0575
ESGit_T 0.6160 0.2027 1 0.7143 0.1429
ESGit_E 04712 0.2133 1 0.4286 0.1429
ESGit_S 0.6212 0.2033 1 0.7143 0.1429
ESGit_G 0.7602 0.2079 1 0.8571 0.1429
SIZEit 13.0020 0.6303 14.4826 13.0068 11.6569
DEBTit 0.7466 0.2897 1.1164 0.8826 0.0113
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(Table 3) Descriptive Statistics-Detail Industry Classification

Mean Std Dev Maximum Median Minimum

Pit 0.0455 0.0608 0.3470 0.0311 0.0014
Pit-1 0.0437 0.0616 0.3470 0.0274 0.0014
ESGit_T 0.7607 0.2131 1 0.8571 0.4286
ESGit_E 0.6429 0.2547 1 0.7143 0.1429
ESGit_S 0.7321 0.1973 1 0.7857 0.4286
ESGit_G 0.9000 0.1219 1 0.8571 05714
SIZEit 12.8770 0.4910 13.6735 12.7850 12.0633
DEBTit 0.2388 0.0703 0.3474 0.2480 0.0113
Pit 0.0138 0.00o4 0.0208 0.0153 0.0031
Pit-1 0.0144 0.0089 0.039%5 0.0153 0.0046
ESGit_T 0.5306 0.1721 0.7143 0.5000 0.1429
ESGit_E 0.3673 0.1217 0.4286 0.4286 0.1429
ESGit_S 0.4694 0.1527 0.7143 0.4286 0.1429
ESGit_G 0.7245 0.2274 1 0.7857 0.1429
SIZEit 12.8763 0.3968 13.3621 12.7605 12.039%5
DEBTit 0.7958 0.2411 1.1164 0.7922 0.1212
Pit 0.0099 0.0090 0.0331 0.0039 -0.0221
Pit-1 0.0078 0.0120 0.0331 0.0081 -0.0575
ESGit_T 0.5189 0.1703 0.8571 0.4286 0.1429
ESGit_E 0.3842 0.1159 0.7143 0.4286 0.1429
ESGit_S 0.5419 0.1603 0.8571 0.4286 0.1429
ESGit_G 0.6880 0.2270 1 0.7143 0.1429
SIZEit 12.7511 0.5636 13.8957 12.7869 11.6569
DEBTit 0.8329 0.1765 1.0716 0.8811 0.2222
Pit 0.0117 0.0209 0.1179 0.0071 -0.0036
Pit-1 0.0118 0.0213 0.1179 0.0074 -0.0271
ESGit_T 0.6998 0.1517 1 0.7143 0.4286
ESGit_E 05327 0.2429 1 0.4286 0.1429
ESGit_S 0.7215 0.1921 1 0.7143 0.4286
ESGit_G 0.7966 0.1409 1 0.8571 05714
SIZEit 13.4837 0.4296 14.4390 13.4576 12.8895
DEBTit 0.9389 0.0711 1.0751 0.9504 0.7112
Pit 0.0052 0.0005 0.0060 0.0051 0.0045
Pit-1 0.0049 0.0007 0.0059 0.0049 0.0034
ESGit_T 0.6667 0.1112 0.7143 0.7143 0.4286
ESGit_E 0.4167 0.0955 0.5714 0.4286 0.1429
ESGit_S 0.6310 0.1548 0.8571 0.7143 0.4286
ESGit_G 0.8452 0.0955 1 0.8571 0.7143
SIZEit 13.5216 0.8134 14.4826 13.3430 12.5975
DEBTit 0.9613 0.0402 1.0446 0.9559 0.8995
Pit 0.1265 0.0524 0.2192 0.1231 0.0707
Pit-1 0.15%4 0.0414 0.2192 0.1359 0.1165
ESGit_T 0.3333 0.1475 0.4286 0.4286 0.1429
ESGit_E 0.3333 0.1475 0.4286 0.4286 0.1429
ESGit_S 0.3810 0.2151 0.7143 0.4286 0.1429
ESGit_G 0.4236 0.2711 0.7143 0.4286 0.1429
SIZEit 11.9904 0.1178 12.1128 12.0166 11.7924
DEBTit 0.4474 0.0486 0.5189 0.4505 0.3905
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(Table 4) Regression Analysis-Total
coef. std. error. t.test P value bottom 95% | Top 95.0%
Y 0.0827 0.0532 1.5552 0.1214 -0.0221 0.1875
Pit-1 0.4043 0.0597 6.7768 0.000** 0.2867 0.5219
SIZEit -0.0057 0.0049 -1.1584 0.2480 -0.0153 0.0040
ESGit_T -0.0252 0.0218 -1.1553 0.2493 -0.0683 0.0178
ESGit_G 0.0319 0.0173 1.8409 0.0671* -0.0023 0.0660
ESGit_S 0.0004 0.0159 0.0261 0.9792 -0.0310 0.0318
ESGit_E 0.0092 0.0136 0.6720 0.5023 -0.0177 0.0360
DEBTit -0.0331 0.0117 -2.8245 0.0052** -0.0562 -0.0100
=% and **x* denote significance at the 10%, 5% and 1% levels respectively.
(Table 5) Regression Analysis-Banking Business(b)
coef. std. error. t.test P value bottom 95% | Top 95.0%

Y 0.0008 0.0056 0.1457 0.8912 -0.0148 0.0164
Pit-1 0.3531 0.2216 1.5932 0.1863 -0.2622 0.9683
SIZEit 0.0003 0.0002 1.7113 0.1622 -0.0002 0.0008
ESGit_T -0.0030 0.0014 -2.1455 0.0985* -0.0068 0.0009
ESGit_G 0.0049 0.0014 34734 0.0255* 0.0010 0.0088
ESGit_S -0.0007 0.0012 -0.5699 0.5992 -0.0041 0.0027
ESGit_E -0.0016 0.0012 -1.3448 0.2499 -0.0050 0.0017
DEBTit -0.0025 0.0038 -0.6486 0.5519 -0.0130 0.0080

#x% and *** denote significance at the 10%, 5% and 1% levels respectively.
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