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Can ESG Investing be done "Righteously and Profitability"?
WANG Zilin WEIYixi CHENG Jie
(E Fund Management Co., Ltd.)
Abstract Considering ESG factors in investment can help investors understand companies from non-financial
aspects and uncover high-quality investment targets. From the perspective of valuation, companies with a strong ESG
(environment, social responsibility and corporate governance) performance tend to show competitive advantages
and market resilience. They not only have stronger profitability and stable cash flow, but also have lower exposure
to systemic and non-systemic risks. As a result, they can obtain higher valuations in the capital market. This study
utilized data from CSI Ratings and fundamental enterprise data to demonstrate that selecting stocks based on ESG
ratings can identify listed companies with less volatility and greater profitability. While ESG factors all have certain
stock picking ability, the environmental factor exhibits a higher stock selection success rate.
Keywords ESG Investment, Valuation, Stock Picking Ability
JEL Classification GI11 G30 MIl4
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