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ABSTRACT 
 
Plantation sector, especially in the palm oil industry, is a large and growing sector in Indonesia, and is 
a part of the biggest supplier of palm oil in the world. The Indonesian palm oil industry started to gain 
attention from both national and international, which demanded that the palm oil industry in Indonesia 
should comply with environmental, social, and governance (ESG) regulations from the Indonesian 
government and international organizations. With tighter regulation, there are promised benefits in 
complying with the ESG. so to analyze whether this benefit exists using  already listed in the market for 
more than five years and have five years of ESG disclosure. This study aims to analyze Indonesia's 
palm oil sector performance using seven Indonesian ESG palm oil companies during 2017-2021. The 
methodology used for this study is Purposive sampling method is used an Eviews statistical tool then 
financial ratio analysis, CAGR analysis, T-test analysis, and F-test analysis to examine the variables. 
The financial ratios are profitability, liquidity, operating return, multiples, and leverage. The T-test 
analysis is designed to find the mean difference between portfolio returns and market returns, while the 
F-test analysis is intended to find the variance difference. The results of this study show that the  returns 
are statistically equal to market returns but ESG palm oil companies are riskier than the market. ESG 
palm oil companies show different financial performances but most have good liquidity, multiplier, and 
leverage. Then poor performance in profitability and operating return. 
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INTRODUCTION 

1. CHAPTER 

1.1 Research Background 

Southeast Asia is the center of global palm oil production with Indonesia and Malaysia producing 
around 85% of the world’s supply by the end of 2018 stated by united nation Food and Agriculture 
Organization (FAO), but palm oils did not arrive there until 1848 when Dutch botanists planted 
four seedlings in the botanic gardens in Bogor on the Indonesian island of Java. 

 
Figure 1.1: Palm Oil Plantation Prices 
 

The average monthly Malaysian-delivered Crude Palm Oil (CPO) price ranged between a 
high of RM above 3000/ton in Q1 2021 and a low of RM 3749/ton in the same Q1 2021 next 
during the Q2 of 2021, with a high of RM 4572/ton  and a low of RM 3749/ton in Q2 2021 also 
rose during this time, Q3-Q4 it reaches 4500/ton before moving lower after setting a record high 
of RM 5000/ton on the end of 2021. This is due to the fact that crop harvests have been 
inconsistent in several parts of the world, resulting in occasional deficits. As due to weather 
conditions and limited supply of agricultural goods which include fertilization and water. This rally 
of palm oil prices is also due to its increased uses in Biofuel operations, such as renewable diesel 
projects in China and biodiesel plants in Southeast Asia, have boosted oil consumption.  
 

The plantation sub-sector in Indonesia has become a source of non-oil and gas foreign 
exchange and is able to provide employment for 38.23 million workers as of August 2020 (BPS, 
2020). The area of palm oil plantations in the country during 2017-2021 experienced an increasing 
trend. The Ministry of Agriculture (Kementan) noted that the area of palm oil plantations reached 
15.08 million hectares (ha) in 2021. The plantation area increased 1.5% compared to the previous 
year which was 1.48 million hectares. Of the 15.08 million ha, the majority are owned by large 
private plantations (PBS) with an area of 8.42 million ha (55.8%). Then, the People's Plantation 
(PR) covered an area of 6.08 million ha (40.34%) and the State Large Plantation (PBN) covered 
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an area of 579.6 thousand ha (3.84%). The Ministry of Agriculture also noted that the national 
palm oil production amounted to 49.7 million tons in 2021. This figure increased by 2.9% from the 
previous year which amounted to 48.3 million tons. 

 

 
Figure 1.2: Palm Oil Plantation Area in Indonesia (The Ministry of Agriculture, 2021) 

Behind the achievements that exist, the Indonesian palm oil plantation industry is also 
faced with challenges that must be addressed wisely, namely a strong view that illustrates that 
the development of Indonesian palm oil plantations has an impact on the destruction of natural 
resources and environmental sustainability. Expansion of land for palm oil plantations is an 
important keyword to begin to understand the problem of palm oil in Indonesia. This expansion 
has been considered responsible for deforestation, carbon emissions, and loss of biodiversity 
(Puspa, 2018; Anwar, 2016). In line with this, there are widespread accusations that the palm oil 
industry is unsustainable.  

To address the concern of sustainability palm oil the government of Indonesia has made 
a certification system called Indonesia Sustainable Palm Oil (ISPO) and done the implementation 
of ISPO itself has been running since 2011 through Minister of Agriculture Regulation No. 
19/Permentan/OT.140/3/2011 concerning Guidelines for Indonesian Sustainable Palm Oil (ISPO) 
which was later replaced by Minister of Agriculture Regulation No. 11/Permentan. /OT.140/3/2015 
concerning the Indonesian Sustainable Palm Oil Certification System (ISPO). According to the 
latest regulations Presidential Regulation Number 44 of 2020 concerning the Indonesian 
Sustainable Oil Palm Plantation Certification System, now all oil palm plantation business actors 
in Indonesia must carry out ISPO certification obligations, both plantation company groups and 
planters before 2025, while the international level certification system is the Roundtable on 
Sustainable Palm Oil (RSPO) which is voluntary. 

Both have various principles and criteria that can reinforce each other in the application of 
sustainable palm oil. There are four similar classifications of the various principles and criteria 
that ISPO and RSPO have (RSPO.org, 2015). First, the legal aspect that requires palm oil industry 
players to enforce transparency, including in the supply chain. Industry players must comply with 
applicable laws, and use land according to an agreement with the local community so that land 
conflicts no longer arise. Second, is the economic aspect. In this aspect, the palm oil industry 
players must implement a long-term economy. The principle of sustainability is also not only 
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applied in plantations, but also in factories that process palm products. Plus, there must be a 
contribution to the area where the plantations and mills are located in sustainable development. 
Third, there is a social aspect that emphasizes the application of fair and transparent relations 
between companies and farmers. There should not be a ban on palm oil farmer unions, because 
farmers have the right to form associations. Apart from that, it is also important that the capabilities 
of farmers must be improved, so that palm oil yields can be optimal. From the environmental 
aspect, protecting the environment and conserving environmental resources is absolutely 
necessary. In order to protect the forest, there should be no more deforestation. The problems 
that arise in the palm oil industry, ranging from environmental damage, land conflicts, as well as 
the dynamics of international trade, spur plantations and palm oil mills in Indonesia to apply the 
principles of sustainable palm oil.  

Sustainability is often measured using the ESG Score, which stands for Environmental, 
Social and Governance scores. One measure of the existing ESG Score is derived from 
Thomson-Reuters. Sustainability starts from environmental problems, namely concerns about 
earth damage and pollution (Razali & Mohd Adnan, 2015). Environmental, Social and 
Governance (ESG) performance is one of the performances considered by the company. ESG 
performance is an indicator by stakeholders in terms of environmental, social and corporate 
governance practices. ESG consists of environmental performance, social performance and 
governance performance (Atan et al, 2018). According to Noviarianti (2020), ESG is a company 
standard in investment practices which integrates and implements company policies so that they 
are in line with the concepts of environmental (environment), social (social), and governance 
(governance). ESG disclosure is expected to be a social investment in order to satisfy the interests 
of stakeholders which will later contribute to improving the company's performance. Sustainability 
actions taken by the company will create higher demand and greater growth for the company 
(Buallay, 2019) because they attract the attention of the company's stakeholders. Thus there is a 
need for disclosure of information to be able to answer the demands given by stakeholders so 
that stakeholders can find out how the performance of companies that care about the 
environment, social conditions of the community and employees, as well as the implementation 
of good corporate governance is needed. In addition, ESG disclosure can also be a tool for 
companies to gain legitimacy from the surrounding community where it will be able to reduce the 
level of risk to the company and will actually get a positive response related to giving confidence 
in the use of company products and providing capital funding for companies that will be used to 
finance the company's operations. increase the level of production and sales so as to have an 
impact on the level of profitability which will increase in this case the rate of return on the capital 
used by the company. 

Although, for small plantations and farmers, there are bound to be challenges or difficulties 
ahead of them as they approach their usual with ESG heavily weighed upon their minds. 
Promoting ESG in the palm oil industry calls for the capability of reporting sustainable activities, 
where obstacles may be encountered due to difficulty in data collection and lack of available 
expertise in the field of ESG reporting. Furthermore, years of experience in the field may have 
shaped operations in the palm oil industry to become as efficient and effective as possible, 
including ensuring costs as minimum as it can be. Adjusting operations so that it supports ESG 
reporting may call for many changes in operations, especially operational cost with ESG in mind 
may be much more expensive than normal. Even so, plantations and farmers would still have to 
persevere through the numerous challenges from ESG reporting, or they would have to face the 
risks of losing their legitimacy in the eyes of the government due to not complying to relevant 
regulations on ESG reporting. 

In addition, the issue of waste is one of the important things in the palm oil industry. The 
Indonesian Sustainable Palm Oil Forum proposes the use of liquid waste into alternative energy. 
If all the principles of sustainable palm oil are applied by all palm oil industry players, various 
benefits can be enjoyed. Pollution will be reduced, productivity will be increased, risk management 
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will be optimal, people will work safely and properly, land rights and use rights will be respected. 
The Ministry of Agriculture in Minister of Agriculture Regulation No. 11 of 2015 targets 70% of 
Indonesian palm oil products to be certified sustainable palm oil by 2020. 

Companies often only focus on economic benefits, even though in the long term if a 
company does not pay attention to the ESG of the company itself, it will cause problems for the 
company. In this study, we will explore the effect of ESG on financial performance and stock 
returns. 

The issues discussed in the environmental criteria are related to a company's energy 
consumption, waste, pollution, conservation of natural resources, and the treatment of flora and 
fauna. Social (social) criteria discuss the company's relationship with external parties such as the 
community, suppliers, community groups, buyers, and other legal entities that have a relationship 
with the company. While the criteria for governance (governance) discuss the flow of good and 
sustainable management of the company's internal. From previous research related to the effect 
of ESG on financial performance, there is a research gap so that further research still needs to 
be done. The research conducted by Triyani et al. (2020), Safriani & Utomo (2020), and Almeyda 
& Darmasyah (2019) showed that ESG disclosure had a positive and significant effect on financial 
performance. Meanwhile, research by Husada & Handayani (2021) states that ESG disclosure 
has no effect on financial performance. 

When investing, investors certainly expect a return or reciprocal profit on the funds they 
have invested. According to Brigham & Houston (2006) return or rate of return is the difference 
between the amount received and the amount invested, divided by the amount invested. 
According to Tandelilin (2017), he argues that stock returns are one of the factors that encourage 
investors to invest, as well as a reward for investors' courage to accept investment risks. Stock 
return consists of two components, namely yield and capital gain (loss). Yield is the return 
component that describes the continuous stream of income earned from. While capital gains 
(losses) are gains (losses) that investors suffer when they sell shares because of the difference 
between the purchase price and the selling price of the shares. 
 

 

Figure 1.3: ESGKEHATI INDEX VS IHSG 
Source:Tradingview.com/2022 
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As shown on figure 1.3 which is a comparison between the Indonesia index KEHATI which 
is the ESG index and Indonesia composite index in the period of late 2021 up to 2022. it shows 
during late 2021 both KEHATI & IHSG moved together indicating both give the same return but 
then when the market show a drop KEHATI index seems able to be higher than IHSG and in may 
2022 it placed above IHSG at a return of 8.32% compared to 5.67% 

Companies implement ESG in operational activities, investors will be interested in 
investing in the companies. This is because investors believe that there is a reciprocal relationship 
between the investment portfolio and the environment and society. First, investors view 
investment portfolios as having an environmental and social impact. Second, investors view 
environmental and social issues as having an impact on their investment portfolio. Based on these 
two reasons, it can be concluded that ESG-based investments are less risky and promise a 
sustainable investment. The influence of environmental, social, and governance (ESG) on stock 
returns have been studied by Albuquerque et al., (2020) who found that company shares that 
were ranked higher in environmental, and social (ES) were able to withstand economic shocks 
due to the Covid-19 pandemic. 19. This is because stocks with higher environmental, social (ES) 
ratings have significantly higher returns, lower return volatility, and higher operating profit margins 
during the first quarter of 2020. Tryon's research (2018) concludes that environmental 
performance has no significant effect but is positively correlated to stock returns. The social 
performance also has no significant effect but is negatively correlated with stock returns and 
corporate governance significantly and negatively affects stock returns. 
 

1.2 Research Problem 

Environment, Social, and Governance have become new topics to replace Corporate 
Social Responsibility, in which internal and external parties support the company to pay attention 
to this matter as ethics that should be done. ESG disclosure is certainly something that can be 
used as a benchmark for the success of a company to carry out its obligations for social and 
environmental responsibilities. Besides that, of course, it will increase the trust and support of 
investors because the trust and support will probably influence the sustainability of the company 
in the future. 

Due to this public awareness, environmental, social, and governance (ESG)-based 
investment has become a trend in investing in recent years. Environmental, social, governance 
(ESG) is a company standard in investment practices that integrates and implements company 
policies so that they are in line with the concepts of environmental (environment), social (social), 
and governance (governance) (Noviarianti, 2020). Investors believe that there is a reciprocal 
relationship between the investment portfolio and the environment and society. First, investors 
view that investment portfolios have an impact, especially a negative impact, on the environment 
and society. For example, the company's operations that are invested in can cause environmental 
damage. Second, investors view that environmental and social issues can have both good and 
bad impacts on their investment portfolio, for example when a company does not consider the 
impact of pollution and employee welfare, it can have a financial impact on the company, both 
from the surrounding community, government and consumers (Frindos, 2020). 

ESG disclosure can be a tool for companies to gain legitimacy from the surrounding 
community where it will be able to reduce the level of risk to the company and in fact, will get a 
positive response related to giving confidence in the use of company products and providing 
capital funding for companies that will be used to increase production levels. and sales so that it 
has an impact on the level of profitability which will increase in this case the rate of return on the 
capital used by the company. With companies implementing ESG in operational activities, 
investors will be interested in investing in companies. This is because investors believe that there 
is a reciprocal relationship between the investment portfolio and the environment and society. 
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First, investors view investment portfolios as having an environmental and social impact. Second, 
investors view environmental and social issues as having an impact on their investment portfolio. 
Based on these two reasons, it can be concluded that ESG-based investments are less risky and 
promise a sustainable investment. 

There is a research gap in previous studies, where previous research related to the effect 
of ESG on financial performance conducted by Triyani et al. (2020), Safriani & Utomo (2020), and 
Almeyda & Darmasyah (2019) showed the results that ESG disclosure had a positive and 
significant effect on financial performance. Meanwhile, Husada & Handayani's (2021) research 
states that ESG disclosure does not affect financial performance. In addition, previous studies 
related to the effect of ESG on stock returns conducted by Albuquerque et al. (2020) show the 
results that ESG disclosure has a positive and significant effect on stock returns. Meanwhile, 
research by Qodary & Tambun (2021) states that ESG disclosure does not affect stock returns. 
Therefore, it is necessary to conduct further research on the effect of environmental, social, and 
governance performance on financial performance and stock returns. 
Investment starts with valuation, it is important to do so to identify whether a stock is overvalued, 
undervalued, or at market price. And it can be followed by market conditions whether the sector 
which is palm oil in this research is growing or not. As mentioned in the previous chapter the palm 
oil industry and prices keep increasing due to supply and demand of the use of renewable energy 
using palm oil. The current palm oil company stock using the example of PT Astra Agro Lestari 
tbk (AALI) shows an increase of revenue and net profit over the years followed by the appreciation 
of palm oil prices but the valuation currently shows that investor are overpaid the stock based on 
the PBV and P/E ratio. This raises the question of what makes AALI or other palm oil companies 
have valuation above its intrinsic value or below its intrinsic value. ESG disclosure seems a 
sensible reason as also mentioned in the background palm oil Indonesia are growing concern for 
Indonesia. 
 

1.3 Research Questions 

Based on the description of the background and identification of problems that have been 
described previously, the formulation of the problem for this research is as follows: 
1. Do Indonesian palm oil companies that disclose ESG outperform the market return? 
2. Do Indonesian palm oil companies that disclose ESG have lower risk than the market risk? 
3. Using Financial ratio analysis, how does the individual ESG palm oil company perform? 
 

1.4 Research Objectives 

Based on the problem formulation that has been set above, this research has the following 
objectives: 
1. To analyze the return of palm oil companies that report ESG whether it outperforms the return 

of IHSG. 
2. To analyze the risk of palm oil companies that report ESG whether the risk is lower to the risk 

of IHSG. 
3. To analyze the financial fundamentals of each individual ESG palm oil company's 

performance.  
1.5 Research Benefits 

It is hoped that this research will provide various benefits both empirically, theoretically 
and policy, including the following: 
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1. For researchers, 
This research is a learning tool to analyze real conditions so that it will further improve the 
understanding of the theories in lectures related to the effect of ESG on financial performance 
and stock returns. In addition, it can expand and enrich knowledge in the field of finance, 
especially regarding the effect of ESG on financial performance and stock returns. 

0. For companies, 
This research is expected to provide evidence of the effect of Environmental, Social, and 
Governance Performance on Financial Performance and Stock Returns in palm oil plantation 
companies in Indonesia. Thus, the company's management can take this research into 
consideration in making decisions in managing the Environment, Social, and Governance in 
order to maximize the value of the company. 

0. For further researchers, 
This research is expected to increase the treasury of research results that can be used as a 
reference for other researchers related to the influence of Environment, Social, and 
Governance (ESG) on financial performance and stock returns. 

0. For investors, 
This research is expected to provide more relevant information regarding the importance of 
ESG disclosure, financial performance, and stock return of a company so as to assist 
investors in determining their investment choice decisions. 

0. For regulators, 
This research is expected to be information for regulators as supervisors and policymakers. 
In addition, this research can also provide input for regulators in making policies to make 
companies pay more attention to environmental, social, and governance (ESG) 
responsibilities in order to create corporate sustainability. 

 

1.6 Research Limitation 

In this study, researchers are aware of operational limitations and the resources used, the 
limitations in this study are as follows: 

1. The variable in this study is Financial Performance and Stock Return, the Environmental, 
Social, and Governance (ESG) Report. 

2. The sample used in this study is only palm oil plantation companies listed on the Indonesia 
Stock Exchange. 

3. The period used in this study is from 2017 – 2021. 
 
1.6 Chapter Outline 

 This thesis paper consists of five chapters,  each of which is very important for the final 
conclusions and additional recommendations. The following points emphasize each chapter and 
its contents. 
  
Chapter One: Introduction 

This chapter is an introduction that discusses the research context in terms of background, 
problems, goals, questions, and processes. This chapter includes the background of the study, 
research problems,  research  objectives,  research benefits,  and limitations of the research. 
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Chapter Two: Literature Review 

This chapter includes a thorough review of existing literature and theory in the field of this 
research that will be important to ensure strong factual support of carrying out a new investigation 
in this research. 
 

Chapter Three: Methodology 
 
 This chapter includes an explanation of the research data collection process used to 
approach it. This chapter consists of the research design, population and sample, data collection 
techniques, operational variables, and lastly, data analysis techniques.  

 
Chapter Four: Findings, Analysis, and Discussions 

 The data collected from the population sample will determine the final result of the study. 
To achieve research goals and answer the research questions In this chapter, take raw data from 
a sample and convert it into readable results so that researchers can interpret the data and 
complete the study. 
  
Chapter Five: Conclusion and Recommendations 

 
Finally, this chapter will conclude with the finding from the fourth chapter, to answer and can reach 
conclusions summarizing what the study has found in the context described in the problem. This 
chapter includes recommendations to those involved in the background of the study which are 
the further researcher, companies, investor, and regulators. 

  
 

CHAPTER 2 
 

LITERATURE REVIEW 
 

2.1 Theoretical Review 

Theoretical review explains how ESG can affect palm oil companies' financial performance and 
stock performance, and explain the return and risk of ESG palm oil companies relative to market 
return and risk. In addition, this research tries to explain how companies' financials can affect 
companies stock performance. 
 

2.2 Stakeholder Theory 

The stakeholder theory was first described by Dr. F. Edward Freeman in 1984 as a 
concept that promotes efficiency, effectiveness, and practicality in approaching organizational 
management in a complex and turbulent environment (Harrison et al., 2015). It concerns a 
company’s relationship management with their stakeholders, as they take responsibility for the 
stakeholders influenced by the company’s existence or activities (Bani-Khalid & Kouhy, 2017; 
Safriani & Utomo, 2020). In essence, it emphasizes that a company is not a stand-alone entity 
and hence must have the ability to provide benefits to its stakeholders (Qodary & Tambun, 2021). 
Hence why the support of stakeholders is importantly needed by a company and why a company 
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must be able to operate accordingly with the interests and demands of their stakeholders (Ghozali 
& Chairi, 2007; Qodary & Tambun, 2021). 
 

The term “stakeholder” does not stop at the shareholders or investors of the company but 
extends further to any party that has an interest in a company and can either influence or be 
influenced by the company (Donaldson and Preston, 1995; Fernando, 2021), whether it be 
internally or externally. Internal stakeholders refer to parties who are within a company (i.e. 
employees, managers, owners), while external stakeholders refer to parties outside a company 
(i.e. shareholders, customers, suppliers, society), as visually explained in Figure 2.1 below. 
 

Figure 2.1: Internal and External Company Stakeholders

 
  
 

2.3 Environmental, Social, Governance (ESG)  

Environmental, Social, and Governance (ESG) is a concept used frequently in Corporate 
Social Responsibility (CSR), and ESG performance data is becoming people's concern given the 
potential long-term impact on the financial community (investor) and other stakeholders. 

The ESG disclosure on the company is difficult to collect since most companies are 
unwilling to actively disclose information to various stakeholders. But with the implementation of 
new regulations, every palm oil company should disclose or report their ESG activity, or commonly 
called the sustainability report, from 2019. 

Wong (2017) expressed that ESG data is becoming increasingly important to investors 
due to the fact that they need fast, consistent, and comparable ESG data to make informed 
investment decisions. Investor expectations drive firms to devote additional resources to creating 
ESG reports in order to meet their needs. 

The kind of Disclosure is commonly needed by investor or other stakeholder to know are 
Kim & Li (2021) mention that 3 main components are Environmental score, Social score, and 
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Governance score which become the variable of the research to whether ESG effect or impact of 
financial performance. 
 

stakeholders can utilize ESG disclosure to filter investments, align investments with their 
values, and avoid corporations that may cause environmental harm, social blunders, or 
corruption.  

ESG can lower risk as companies have standard of operation and transparency as they 
need to report their ESG activity. 
 

2.3 Modern Portfolio Theory 

 
 The modern portfolio theory (MPT) is a practical method for selecting 
investments in order to maximize their overall returns within an acceptable 
level of risk . American economist Harry Markowitz pioneered this theory in 
his 1952 paper, Portfolio Choices, published in the Journal of Finance. He 
later won the Nobel Prize for his work on modern portfolio theory. 
 A key element of MPT theory is diversification. Most investments are either 
high risk, high reward or low risk, low reward. Markowitz argued that 
investors can achieve the best results by choosing the best combination of 
the two, based on their individual risk tolerance assessments. Modern 
portfolio theory helps investors build more efficient portfolios. You can plot 
the possible combinations of assets on a graph with portfolio risk on the x-
axis and expected return on the y-axis. This chart shows the most desirable 
combinations for your portfolio.  

From the MPT theory, this research will conduct research to see 
whether ESG palm oil companies' portfolios are going to outperform the 
market performance as the market is considered to be the most efficient 
portfolio as it is a well-diversified portfolio. 

 
2.5 List of Previous Studies 

Research Title, 
Location,  and 
Author(s) 

Variables Findings 

Title: 
Understanding the 
Impact of ESG 
Practices in 
Corporate Finance 
 

Dependent.V Financial 
performance 
Profitability & Liquidity 
ratios 
 

Independent.V ESG 

ESG variables have a positive effect on 
financial performance. Has a positive 
effect on the overall ESG score about the 
profitability of the company 
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Research Title, 
Location,  and 
Author(s) 

Variables Findings 

Location: Canada 
 

Authors: 
Kim & Li (2021) 

Environmental score 
Social score 
Governance score 

Title: 
ESG Scores and its 
Influence on Firm 
Performance: 
Australian Evidence 
 

Location: Australia 
 

Authors: Balatbat et 
al. (2012) 
 

Independent.V Financial 
performance 
Profitability & Liquidity 
ratios 
 

Independent.V Equity 
Valuation 
Earnings per share (EPS), 
Price to earnings ratio 
(PER), Price to book value 
(P/BV) 
 
Dependent.V ESG Score 
ESG scoring 

The period reveals that the oil and gas 
and the mining sectors acquired the worst 
ESG scores, while the banking and 
financial services gained the best ESG 
score.  
 

A strong positive link between financial 
performance and ESG practices could 
not be established due to a weak 
correlation 

Title: 
ESG preferences, 
risk and return 
 

Location: USA 
 

Authors: Cornell 
(2020) 

Independent Risk & 
Return 
Expected return investing in 
the equity (E(R)) 
 
ESG 
Companies ESG Score 

Investors looking to improve performance 
by leaning their portfolio towards 
companies with high ESG ratings can be 
disappointed. 
 
Highly rated ESG companies have higher 
prices and lower expected returns. 

Title: 
The Impact Of 
Environmental, 
Social, And 
Governance Factors 
On Investors’ 
Behavior - An 
Experimental Study 
In The Realm Of 
Sustainable 
Investment 
  
 

Location: Romania 
 

Authors: Rusu 
(2020) 

Financial Condition 
The positive or negative 
financial evolution of the 
company was the first 
independent variable 
 

ESG Disclosure 
Inclusion or exclusion of an 
ESG commitment in the 
company’s strategy 

The study shows that graduate students 
and finance professionals acted as 
respondents concluding there is an 
investment impact but mostly in the long 
run as a concern regarding ESG. 
 

But being  a sustainable company is not 
significantly influencing investors' 
decisions to invest. 
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Research Title, 
Location,  and 
Author(s) 

Variables Findings 

Title: 
Does ESG 
Performance 
Enhance Firm 
Value? Evidence 
from Korea  
  
Location: Korea 
 

Authors: Yoon et al. 
(2018) 

Stock Valuation 
Earning Per Share (EPS) & 
Price Book Value (PBV) 
 
ESG Disclosure 
ESG Scoring 

The study concluded a weak 
effect of ESG on companies' valuation for 
environmentally sensitive industries 
 
While found a strong effect of ESG to 
companies valuation for a developing 
country 

Table 2.1: List of Previous Studies 
 

By comparing the previous studies, this research gives a contribution in several ways. First, ESG 
can give either positive or negative outcomes, as previous research in the table shows ESG has 
a strong effect on both companies' financial performance and companies stock prices. As for most 
research using the same variable the industry is commonly outside of Indonesia and scope of 
industry which does not include palm oil due to the research location are not majority countries 
that produce palm oil. So the research regarding ESG in the palm oil industry in Indonesia is 
needed. 
 

2.6 Research Framework 

Figure 2.3: Research Framework 

 

2.6 Hypothesis Development  

2.5.1 The Effect of ESG Disclosure on Stock Return 

Cornell (2020) discovered that investors who often look to open their portfolio to 
companies that possess high ESG ratings may meet disappointment because these companies 
with highly-rated ESG ratings tend to have higher prices, and lower expected returns. Thus, the 
hypothesis is as follows: 
H1 = Indonesian ESG Palm oil return is greater than the IHSG Return 
 

2.5.2 The Effect of ESG Disclosure on Firm Risk 

 As was found by Cornell (2020), Given the intense focus on ESG investing in today’s 
market such mispricing seems unlikely. Putting aside mispricing, if there is an ESG risk factor, 
then stocks with high ESG ratings are less exposed to that risk Thus, the hypothesis is as follows: 
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H1= Indonesian ESG Palm oil risk is lower than the IHSG Risk 
 
  

CHAPTER 3 

 
METHODOLOGY 

 

3.1 Population and Sampling 

Palm oil companies are categorize by the IDX as a Plantation industry which by 2020 
total number listed are 24 companies, most companies that been categorize in plantation industry 
had established significant long time so most have sufficient data to be collected but to get more 
accurate analysis and result which needed to choose an actively traded plantation stocks. 
 

The sampling method used is Purposive sampling method as the sampling techniques in 
which units are selected because they have criteria that have been decided for this research. 

This study observed Indonesian listed palm oil stocks that meet criteria as follows : 
1. Companies that are  included in IDX plantation sector 
2. Companies that issued ESG report at least 5 years back 
3. Companies that issued financial statements at least 5 years back  

 
 

Stock 
Code 

Stock Name 
Companies that issued the financial 
statement at least 5 years back 

Companies that issued ESG at 
least 5 years back 

AALI Astra Agro Lestari Tbk. [S] ✔ ✔ 

ANJT 
Austindo Nusantara Jaya 
Tbk. [S] ✔ ✔ 

BWPT 
Eagle High Plantations 
Tbk. ✔ ✔ 

LSIP 
PP London Sumatra 
Indonesia Tbk. [S] ✔ ✔ 

SIMP 
Salim Ivomas Pratama 
Tbk. [S] ✔ ✔ 

SMAR SMART Tbk. ✔ ✔ 

SSMS 
Sawit Sumbermas Sarana 
Tbk. ✔ ✔ 

ANDI Andira Agro Tbk 𝗫 𝗫 

CSRA Cisadane Sawit Raya Tbk 𝗫 𝗫 

DSNG 
Dharma Satya Nusantara 
Tbk ✔ 𝗫 

FAPA Fap Agri Tbk 𝗫 𝗫 
GOLL Golden Plantation Tbk 𝗫 𝗫 

GZCO Gozco Plantations Tbk ✔ 𝗫 

JAWA Jaya Agra Wattie Tbk ✔ 𝗫 

MAGP 
Multi Agro Gemilang 
Plantation Tbk 

𝗫 𝗫 

MGRO Mahkota Group Tbk 𝗫 𝗫 
PALM Provident Agro Tbk ✔ 𝗫 
PGUN Pradiksi Gunatama Tbk 𝗫 𝗫 
PSGO Palma Serasih Tbk 𝗫 𝗫 
PNGO Pinago Utama Tbk 𝗫 𝗫 
SGRO Sampoerna Agro Tbk ✔ 𝗫 
TAPG Triputra Agro Persada Tbk 𝗫 𝗫 
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Stock 
Code 

Stock Name 
Companies that issued the financial 
statement at least 5 years back 

Companies that issued ESG at 
least 5 years back 

TBLA Tunas Baru Lampung Tbk ✔ 𝗫 

UNSP 
Bakrie Sumatera 
Plantations Tbk ✔ 𝗫 

 

Table 3.1: Population criteria 
 

3.2 Definition of Variables 

3.2.1 Financial Ratios 

 

No
. 

Ratio Formula 

1 Gross Profit Margin (GPM) gross profitsales 

2 Operating Profit Margin (OPM) 
operating 
profitsales 

3 Net Profit Margin (NPM) net incomesales 
Table 3.2: Profitability Ratios 

Profitability ratios measure a company's ability to generate profit from its sales or 
operations and balance sheet assets. Profitability metrics show how efficiently a company is 
generating profit and value for its shareholders in a form of deviden. Higher ratio results are often 
cheaper, but these metrics are more informative when compared to similar company results, your 
own historical performance, or industry averages. The first ratio is gross profit margin (GPM). 
Ratio is to look at total gross profit compared to sales. The second ratio is Net Profit Margin 
(NPM). This ratio is designed to measure a company's ability to generate net income for its 
shareholders by calculating total net income and sales. The third metric is operating profit margin 
(OPM). This indicator measures a company's ability to generate an investment return for its 
shareholders 

No. Ratio Formula 
1 Return on Equity (ROE) net incomeequity 
2 Return on Asset (ROA) net incomeasset 
Table 3.3: Operating Ratios 

Investors are willing to know how far the company can generate investment return.here 
are two metrics that measure ROE. The first is return on equity (ROE). ROE measures how much 
of a company's stock can be generated in return to investors. The second metric is return on 
assets (ROA). ROA aims to measure how much of a company's assets can generate income 
and repay all its investors 

 

No. Ratio Formula 
1 Debt to Equity Ratio (DER) total liabilitiesshareholder equity 
2 Debt to Asset Ratio (DAR) total liabilitiesasset 

Table 3.4: Leverage Ratios 
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Leverage ratio is one of several financial measures that look at how much capital is brought 
in in the form of debt (loans) and assess a company's ability to meet its financial obligations. In 
leverage ratio there are Debt to Equity Ratio (DER) and Debt to Asset Ratio (DAR). The first DER 
is used to assess a company's financial leverage and is calculated by dividing the company's 
total debt by its equity. Second, debt-to-asset ratio (DAR), also known as the debt ratio, is a 
leverage ratio that indicates the percentage of assets that are financed by debt. The higher the 
ratio, the greater the leverage and financial risk. 

 

No. Ratio Formula 
1 Current Ratio (CRR) current assetcurrent liabilities 
2 Cash Ratio (CR) cash+cash equivalentscurrent liabilities 

Table 3.5: Liquidity Ratios 

The liquidity ratio determines a company's ability to meet its short-term debt and cash flow, 
while the solvency ratio deals with its long-term ability to pay its current liabilities.in this research 
the author will use current ratio (CRR) and cash ratio (CR). First, current ratio (CR) is a liquidity 
ratio that measures a company's ability to pay its short-term or one-year obligations. 

Second, cash ratio (CR)  is a liquidity ratio that indicates a company's ability to meet its short-
term obligations solely with cash and cash equivalents. 

 

No. Ratio Formula 
10 Price to Earning Ratio (PER) market capnet Income 
11 Price to Book Value (PBV) total equitynumber of shares outstanding 

Table 3.5: Multiplier Ratios 

Valuation can be calculated from financial ratios. Some key figures provide information 
about the company's value. There are two metrics commonly used to assess a company's value. 
Price to Book (PBV) ratio and Price to Earnings (PER) ratio. Both indicators inform investors of 
the fair value of stocks. PER is used to determine whether a stock is overvalued or undervalued. 

Table 3.1 to Table 3.4 show the formula of the financial ratio that will be used in this 
research, as to know the condition of the companies that will be analyzed and it includes 
profitability, liquidity, leverage. And multiplier ratio. 
 

3.2.2 Portfolio Return and Market Return 

 

 ESG palm oil companies performance is calculated using portfolio return. The 
formula portfolio return: 

Rp =i=1n (Wi * Ri) 
Wi = weight of stock i 
Ri = return of stock i 
Rp = return of stock portfolio 
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IHSG return are then calculate to used as a comparison with ESG palm oil using the 
formula: 
 
Rm=IHSGt-IHSGt-1IHSGt-1 
Rm = Return market 
IHSGt = current IHSG Value 
IHSGt-1= previous IHSG Value 

 

3.3 Data Collection Method 

This Research uses the data provided by the sample companies itself from their own 
website and IDX collects from the companies which are in www.idx.co.id. References used in 
this research are collected from research gate and other publicly available research.  
 

This Research uses Financial ratios and Companies' Stock return 
performance during the 5 year period of 2017-2021, and uses actively traded 
companies to ensure this research to have more accurate representation of the 
companies. As during the period their performance can be enhanced and see the 
effect of ESG obligation to their stock return and financial performance. 

 
3.4 Data Analysis Method 

 This research first will use t-test to answer the hypothesis between portfolio ESG.P of 
palm oil companies in Indonesia that fit the criteria, secondly support the result with fundamental 
analysis using financial ratio to provide a status of the companies as to evaluate the downside 
risk and gain based on the result. Second, using technical analysis to illustrate the stock price 
trend over the years. Lastly, gap analysis to explain and connect the disparity between company 
financial performance and companies stock price in the market. 
 

 3.4.1 Independent T-Test 

T-Test is a commonly-used inferential statistical method that compares the means of two 
groups, in order to determine whether the two groups have means that are significantly different 
from one another (Lee & all, 2022). It is one of the numerous tests in the field of statistics that is 
used for hypothesis testing, where the test uses probability values (also known as p-values) to 
discover whether a certain data can be proven that it did not occur by chance. This test includes 
two terms: the null and alternative hypothesis. The null hypothesis (H0) refers to the prediction 
that there is no relationship or effect between variables, while the alternative hypothesis (Ha) 
states the prediction that there is indeed a relationship between variables. The formula used for 
t-test can be visualized as follows: 
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Where: 
X1 = portfolio return 
X2 = market return 
S = full standard error of 2 groups (portfolio & market) 
N = number of observations 

 

In this formula, t is the t-value, x1 and x2 are the means of the two groups which 
is  ESG.RP (x1) weekly return being compared with IHSG weekly return (x2), s2 is the 
pooled standard error of the two groups, and n1 and n2 are the number of observations in 
each of the groups.  

 

 

3.4.2 Paired T-test 
This research will also calculate the mean difference of portfolio return and the market 
return. This method was used to support the result of the independent t-test to strengthen 
the result of the independent T-test. The formula used for paired T-test as follows: 
𝑇𝑡𝑒𝑠𝑡=Sd 
Where: 
�̅� = portfolio spread / return portfolio-market return 
Sd = standard deviation of portfolio spread 
√𝑛 = squared number of observations 

 

Ho = average stock portfolio return = average market portfolio return 
Ha = average stock portfolio return > average market portfolio return 

 

3.4.2 F-Test 

In this research F-test will be used to An F-test (Lee & All, 2013) is used to test if the 
variances of two populations are equal. This test can be a two-tailed test or a one-tailed 
test. 
Firm Risk 
 
H0= ESG.P Risk is = IHSG Return 
 
H1= ESG.P Risk is   IHSG Return 

𝐹= Sx2Sy2 

Where: 
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Sx = variances of ESG palm oil companies’ risk 

Sy = variances of IHSG Return 

3.5 Technical analysis 

Technical is a trading discipline used to evaluate investments and identify trading 
opportunities in price trends and patterns seen on charts. Technical analysts 
believe that a security's past trading activity and price changes can be valuable 
indicators of a security's future price movements. This study will use technical 
analysis by looking at the stock price 5 years back. This study will also calculate 
the CAGR of ESG palm oil companies to help identify if ESG palm oil companies' 
financial performance reflects it’s stock price in 5 years, Compound annual growth 
rate (CAGR) is the rate of return (RoR) required for an investment to grow from its 
opening balance to its closing balance, assuming that the earnings are reinvested 
at the end of each period of the investment period.CAGR has a formula as follows: 

 
CAGR = (stock pricet+nstockpricet)1n-1 

CHAPTER 4 

FINDINGS, ANALYSIS, AND DISCUSSIONS 
 

4.1 Descriptive Results 

This chapter will analyze the data that helps describe, show or summarize data points 
and give a conclusion about the distribution of the data before further statistical analyses. Which 
include mean, median, maximum, and standard deviation and the total number of observations 
or samples. The data below are the descriptive analysis of the weekly market return and weekly 
ESG portfolio return in the last 5 years from 2017-2021. 

 

 Return Market Return ESG Palm Oil Portfolio 

Mean 0.11 -0.01 

Median 0.25 0.02 

Maximum 8.36 17.06 

Minimum -14.52 -18.74 

Std. Dev. 2.22 3.59 

observations 260 260 

Table 4.1: Descriptive Analysis 

From the table above, is the descriptive data from the weekly return of the market and 
ESG portfolio. ESG portfolio return shows a higher maximum return compared to the market and 
higher possible losses compared to the market return. Which is in line with the high risk and high 
return when investing from a maximum return of 17.06% and a minimum return of -18.74%. 
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4.2 Independent and paired T-test 

This study will analyze the mean difference between market return and ESG portfolio 
return and the variance difference between market return and ESG portfolio return. The T-test  is 
used to determine if two population means are equal. In this, it will determine whether it is true 
or not. 
 

Method df Value Probability 

t-test 518 0.444119 0.6571 

Table 4.2: Independent T-test Analysis 

    
Std. Err. 

Variable Count Mean Std. Dev. of Mean 

RM 260 0.105115 2.217453 0.137521 

RP 260 -0.011154 3.592042 0.222769 

All 520 0.046981 2.982642 0.130797 

Table 4.3: Category statistic 

The T-test result shows that ESG portfolio return average is equal or no difference with 
the market average return as 5% for the level of significance and the result is 0.6571 (65.71%) 
which is above the 5% .in summary, the result shows from the test is to accept the H0 which is 
ESG.P Return is equal to the IHSG Return also there are 0.046981 points different between ESG 
portfolio average return with the market return. 

 
 

Method Observation Value Probability 

Paired T-test 260 -0.037226 0.9703 

Table 4.4: Paired T-test statistic 

A paired t-test was also performed by calculating the return portfolio minus return market 
delta. The results is 0.9703 (97%) probability of this method show the same results in an 
independent t-test, and ESG palm oil companies stock returns are no different from market 
returns which is ESG.P Return is equal to the IHSG return. 
 

The F-test was used in this study to calculate the difference in variance. This test was 
performed to measure the number of risks from each variable. In this case, whether the risk in 
investing in an ESG portfolio is equal or not compared to the market. 
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4.2.2 F-test 

Method df Value Probability 

F-test (259, 259) 2.62406 0 

Table 4.5: F-test Analysis 

The F-test result shows that ESG Portfolio returns variance is different from market return 
variance. It means that ESG palm oil companies have higher risks when compared to the market, 
there is a 0.130797 points difference between ESG Portfolio return and the market. In summary, 
summary, the result shows from the test is to accept the H1 which is ESG Portfolio risk is not 
equal to market risk. 

4.2.3 CPO Boom 

 
 
Method Observation Value Probability 

Paired T-test 272 -0.226892 0.8207 

Table 4.6: Paired T-test Analysis 

A paired t-test is conducted again to capture the time where palm oil price massively 
increased, was also performed by calculating the return portfolio minus return market delta. The 
results are 0.8207 (82%) probability of this method show the same conclusion, and ESG palm 
oil companies stock returns are no different from market returns which is ESG.P Return is equal 
to the IHSG return. 

Method df Value Probability 

F-test (271, 271) 3.221265 0.0000 

Table 4.7:  F-test Analysis 

The F-test result shows that ESG Portfolio returns variance is different from market return 
variance. The result shows the same conclusion from the test is to accept the H1 which is ESG 
Portfolio risk is not equal to market risk. 

4.3 Financial Ratios 

Financial ratios are used to evaluate a company's performance and compare it to other 
similar businesses in their industry, in this case, palm oil companies that is involved in ESG 
reporting in the past 5 years This study will analyze liquidity, profitability, operating turnover, 
leverage, and multiplier ratio of the companies which later will conclude whether palm oil 
companies that report ESG will have good performance or not. 
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Table 4.8: Liquidity Ratio Analysis 

 
 

From the table above, all the companies experience fluctuation in their liquidity, especially 
in 2018 and 2019, followed by an increase in industrial average in 2020 and 2021. But notably, 
LSIP and SSMS even though their liquidity is affected in the years 2018 and 2019 their liquidity 
manage to be high above the industrial average and the standard of above 100%. While SIMP 
and BWPT have a low liquidity ratio throughout the years from 2017 to 2021 which is also always 
below average and under 100%. 
 
 For AALI, ANJT, and SMAR their liquidity ratio shows a steady good condition which is 
above 100% but it is slightly below the industry average while it cannot be called a poor ratio it 
certainly shows that those companies can meet their liabilities and has potential to survive in 
hardship conditions. 

Table 4.9: Operating Ratio Analysis 
 

 
 

From the table above, we can see that most ESG palm oil companies have a good ROE 
and ROA but experience a decline again in 2018 and 2019 with an industry average of -2.47% 
to 1.38% for ROE and -0.46% to 1.18%, then able to rebound in 2020 to 2021. There is some 
important point that the industrial average is significantly very low in some years as it is mainly 
affected by BWPT's poor performance. 

For AALI, SMAR, LSIP, and SSMS their performance are considered to be good as their 
performance often above the industry average and most can have more than 10% ROE but LSIP 
being below 10% but able to be above the average even in the year 2018-2019. For the best 
performing companies will be SSMS because they can make 19% ROE and 8% ROA in 2017 
and at 2021 the ROE manage to hit 25% and ROA of 11.02% even though from 2018 to 2019 it 
falls significantly in the future SMSS performance can be promising. While for BWPT as 
mentioned above that the company's ROE and ROA performance poorly and worsen until 2021 
this affected other companies due to making the industrial average look low. For ANJT and SIMP 
their performance consider poor due to often below-average performance and minus in some 
years, especially in 2018-2019 
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Table 4.10: Multiplier Analysis 
 

 
 

From the table above, ESG palm oil companies show high Price to Earnings Ratio (PER) 
ratio at the start of 2017, then again in 2018 to 2019 the Price to Earning Ratio (PER) minus -
111.26% to 113.74% but the Price to Book (PBV) is stable throughout out the year. This 
phenomenon is mainly due to the decrease in earning per share (EPS) to the point that it shows 
minus earnings per share (EPS) due to negative income from some ESG companies. 

Notably SIMP is considered the most stable stock due to its PBV steadily increasing to 
0.35 - 0.39 but experiencing minus PER due to net losses in those years. While SSMS looks 
overvalued compared to other companies due to high PBV and PER. 

That being said, price earning ratio (PER) and price to book value (PBV) is used to 
determine if the companies are overvalued or undervalued as in this case ESG palm oil 
companies mostly still undervalue when the market is in good condition but expensive  when the 
market is in bad condition. Which questions the point of ESG companies usually valued at higher 
price. 

 

Table 4.11: Profitability Ratios Analysis 
 

 
 

From the table above, ESG palm oil companies perform the best in the year 2017 with 
positive gross profit margin (GPM), operating profit margin (OPM) and net profit margin (NPM 
)with most of the companies are not far from the industrial average and experience major disease 
starting 2018 - 2019 which makes net profit margin (NPM) industrial average on 0.49% and -
6.23% after that able to rebound in 2020 and perform better in 2021. ESG palm oil profitability 
ratios possibly can increase in 2022. 

The best profitability performance is SSMS with its profitability ratios always above 
average throughout the years, AALI, LSIP, and SMART have good performance which some 
manage to be above industry average in one of the year but never fall below zero or have 
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negative profitability. While ANJT, BWPT, and SIMP in 2018 - 2020 the profitability ratio 
experienced net profit margin (NPM) is minus, especially BWPT which never experienced a 
positive net profit margin (NPM) from 2017-2021. 

So the profitability ratios is important for those who seek a company that has net income 
as it can be used to be reinvested in the company so it can expand or be distributed as a dividend 
to the investor. 

 

Table 4.12: Leverage Ratios Analysis 
 

leverage is a measurement that examines the amount of capital provided in the form of 
debt (loan), or a measurement that assesses a company's ability to meet its financial obligations 
and whether the companies have more than enough interest coverage to pay off its interest 
expenses. 

 From the table above, LSIP has the lowest debt to equity (DER), debt to asset (DAR), 
and the highest EBITDA to interest expense ratio, which means the company is mainly funded 
by equity rather than from debt or liability, and throughout the years it keeps decreasing which 
indicate their debt is decreasing. And for their capabilities to pay off its interest expense LSIP is 
more than capable compared to others. 

AALI and ANJT have a low debt to equity (DER) and debt to asset (DAR) which never 
exceeded 1 since 2017-2021 which is good, that means most of their assets are funded by equity, 
not debt. As for EBITDA to interest expense both companies are capable of meeting their interest 
payment throughout the years from 2017-2021 even though it is below average above 1 is 
considered good. 

SIMP and SSMS started with debt to equity (DER) and debt to asset (DAR) below 1 in 
0.83 and 0.81 but both companies began to increase their debt to equity (DER) in 2018-2021 to 
above 1 which means they started funding their assets using debt. 

For SMAR the company's leverage is not good as it steadily increases up to 1.8 but shows 
a capability to pay its interest expense. BWPT again has poor leverage as its debt to equity 
(DER) and Debt to asset (DAR) is high especially debt to equity ratio that started in 2017 already 
above 1 which is 1.59 with the highest in 2021 at 4.85 which means most of their capital is funded 
using debt. 
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4.4 Profit and Loss Analysis 

 

Table 4.13: Profit and Loss Analysis  
 

To conclude the performance of each company the author establishes criteria for each 
dimension (bad, good, excellent). Bad means that a company's ratio is below the industry 
average and below the benchmark for good ratios. Good means that a company's ratio is above 
the industry average, but below the criteria for a good ratio. excellent means companies are 
above the industry average and above good relationships. the standard. The results are as 
follows. 

From the table above it can be seen that it is difficult to conclude that companies' stock 
performances do reflect the fundamental performances as all of the ESG palm oil companies 
have minus CAGR in the period of 5 years from 2017-2021, the result can be interpreted as good 
fundamental performance can influence fewer losses such as SMAR which shows good 
performance with the CAGR of -0.38% which is the best CAGR out of all ESG palm oil 
companies. 

BWPT has poor fundamental performance and the lowest CAGR which this is in line with 
because bad fundamental performance can influence the market and leave the company’s stocks 
to other companies that have better fundamental performance. The reason for this is that in the 
5 years of observation BWPT is the only one that reports losses every year on the net income 
even with increased revenue. 

SIMP has poor fundamental performance but the CAGR is the second highest. It can be 
concluded that SIMP is an outlier because compared to ANJT the fundamental performance is 
poor but the CAGR is the second lowest in the table. AALI, LSIP, and SSMS all of them have 
good to excellent fundamental performance but the CAGR -is 10.22% for AALI, -6.42%, and for 
SSMS -6.7%. 

 

CHAPTER 5 
CONCLUSION 

 

5.1 Conclusion  

Based on the results of this study on the influence of ESG on the financial performance of palm 
oil companies in Indonesia and the performance and risk of stock performance compared to 
IHSG, By the result of the analysis in chapter 4, it can be concluded that: 
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1. The results show that the average return of the ESG portfolio is equal to the average return 
of the market return. ESG palm oil companies' did not outperform market returns. With 
that being, ESG compliance does not boost stock performance. 

2. The results show that the return variance of ESG portfolio return is not equal to the return 
variance of the market return. This means that the ESG palm oil companies are riskier 
than the market. With that result, ESG compliance companies did not give safe 
investments based on the risk. 

3. It has a mixed result in which 3 companies perform poorly, 3 companies perform well, and 
1 companies perform excellently. With all of the companies showing a negative CAGR, it 
can be concluded that most ESG palm oil companies' fundamentals do not reflect in the 
stock return which might be due to other factors.  
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