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Can the Socially Responsible Investing (SRI) Index Perform Better than 
Market Funds? Evidence from the Indian Stock Market

Abstract

Purpose: This research aims to explore the scope of socially responsible 

investing (SRI).  To study the scope of SRI,the performance of socially 

accountableestablishmentsis compared against the performance of other 

companies. 

Design/Methodology/Approach: The work is based on a secondary 

database extracted from trustworthy websites. To make a comparison, 

monthly log returns of socially responsible exchanges like S&P BSE 

CARBONEX, S&P BSE GREENEX, S&P BSE ESG Index, and S&P 

BSE 500 Shariah are compared with the performance of S&P BSE 

Sensex which is taken as a proxy of the market returns. The comparison 

data for monthly returns of the index are collected from January 2014 – 

July 2020.

Findings:The outcomes of the research workfind that the Indian stock 

market is also gratifying socially responsible establishments over the 

time. 

Originality: As per the findings, socially sensitive indices can be used 

as a better investment opportunity having decent returns with minimum 

risk.Therefore, it is worthwhile for all-purpose companies to absorb the 

essence of societal accountability and must begin considering ESG 

customs while making their strategies for investing.

Implications:Thus, it is suggested that Indian companies must also give 

due consideration to ESG norms. This will benefit the companies in the 

long term in the form of increased returns and lower risk.

Keywords: Sustainability, Social, Responsible, Investment, Return, 

Accountability. 

Introduction:

Corporate sustainability is a novel and budding paradigm in corporate 

management. It encompasses that commercialdevelopment and profit 

maximization is significant but also laid due emphasis on incorporating 

the issue of sustainable development which comprisesecologicalsafety, 

societalimpartiality and fairness, and monetaryprogress. Corporate 

sustainability can be observed as a new-fangled term emerging out of the 
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continuing debate between business, social responsibility 

and the environment. It addresses the three main aspects of 

any business's social, environmental and economic 

performance (Takala and Pallab, 2000). It is based on the 

simple idea of giving back to the humanity that outstretched 

beyond sheermoney-makingactions (Godfrey & Hatch, 

2007). The term “sustainable” became globally known in 

the year 1987 which providedanoutline of sustainable 

development in the report submitted by “Brundtland” and 

submitted by the United Nations World Commission 

(UNWC) on “Environment and Development”. Aligned 

with theirphilosophy, the term sustainable development 

calls for achieving the desires of the existingwithout 

compromising the ability of the next generationtomeet their 

demands. (Brundtland, 1987). Sustainability requires 

organizations aiming for financial success to acknowledge 

their responsibility to both society and a diverse range of 

stakeholders (AON, 2007).

In current 

years, socially accountable investment is gaining utmost 

importance around the world.The concept or ideology of 

the word 'Socially Responsible Investment (SRI)'is defined 

by the Social Investment Forum in the year 2006. The 

forum has explained it as “an investment process wherein 

due consideration is given to the societal and ecological 

consequences of the funds, which includes both optimistic 

and undesirable, and also it must perform arduous monetary 

investigation”. Sparkes (2002) in his researchlinks the two 

ideas of CSR and SRI and states them to be the two sides of 

the same coin. Both these terms are centralized on the idea 

that each business must generate wealth or benefits for the 

society but at the same time they also must work within 

certain prescribed community and ecological frameworks. 

The vision of CSR is from the companies' point of view and 

that of SRI is from the lookout of stakeholders who are 

investing in those establishments. In general, SRI can be 

Substantial changes have occurred over time which has led 

to the development of the theoretical outline of Corporate 

Responsibility which delivers an all-embracing style in the 

path of Governance, Corporate Social Accountability and 

Ecological Answerability. We assume that social 

accountability takes a diverse and optimistic outcome on 

the safety values in the capital market place. 

considered as the development that recognizes as well as 

capitalizes one stablishments that follow the standards of 

CSR. Through this, SRI investments allow financiers to 

pool their economic aims and societal trepidations together. 

(Sariannidis et al., 2010)

Background

In today's world, investments that are ethically or socially 

responsible play a crucial role in financial investments. The 

concept of ethical investing requires that investments 

should be made as per the ethical code of conduct which 

also comprises values and faith. In a wider sense, it includes 

investment in companies that are meeting societal, moral 

and ecological criteria(Tripathi& Bhandari, 2015; Cho, 

2024; Min et al., 2024, Kumar et al., 2023; Abdellah et al., 

2024).

There is a tremendous upsurge in the quantum of market 

applicants who are socially aware and also wish that their 

fundsmust go to abusiness that fully recognizes the 

significance of ecological, societal, and governance (ESG) 

issues in undertaking business. Conventionally, market 

applicantsonly use traditional forms of accounts like 

balance sheets, reports on cash flow, revenuereports, and 

annualand interim reports in finding the long-term worth of 

companies. 

According to the WFE (2010), it is observed that stock 

exchanges are becoming active regarding sustainability-

oriented issues worldwide. Renneboog et al.(2008a) stated 

that investors at large usually do pay for following an 

ethical code of conduct.

Sariannidis etal. (2010) studied the effect of numerous 

macroeconomic parameters on the indices like “Dow Jones 

Sustainability” and "Dow Jones Wilshire 5000” and 

concluded that financial indicators affect the DJSI also but 

However, in recent years, stake holders have 

provided undue significance to ESG facets when analysing 

the prospects of the companies. Universally, ESG factors 

are also considered as a conventional asset approach, which 

admits the significance of ESG for long-standing value 

creation. Numerous market applicants thought that the 

long-lasting economic sustainability and wealth formation 

of concern are now reliant on how an establishment is 

managing its ESG facets in the elongated course.
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with a month delay. de Souza Cunha &Samanez. 

(2013)researched the Brazilian stock exchange and 

concluded that sustainable investments do have a low 

diversifiable risk when compared to market performance 

but the overall performance did not exceed the market 

performance. Murthy et al. (2014) examined the fact that 

whether socially accountable businesses performed well 

compared to the general companies by analysing their price 

discovery and returns generated in the stock markets.  The 

outcomes of the research specified that the process of price 

discovery was healthy and more efficient in the ESG index 

than the NIFTY index. Also, the returns generated by the 

ESG index, was greater than the Nifty Index. This suggests 

that publicly accountable concerns were outperforming 

general corporations. Nofsinger & Varma (2014) equated 

the performance of publicly accountable mutual funds with 

conventional funds and stated that SRI attributes, 

especially ESG, drive anunequal return pattern in which 

SRI funds outperformed conventional funds in the 

marketplace throughout the catastrophe periods but usually 

disappoint during the non-crisis periods.  Tsai (2015) in 

their study investigated whether the different socially 

accountable investment indices of different cities like the 

United States, Canada, the Eurozone and the United 

Kingdom deliver some downside safeguard during the 

period of marketplace catastrophe as equated to their 

market indices. The findings indicated that in most of the 

time of crises, SRI indices perform worse as compared to 

themarket indices and do notprovide any support or 

downside protection in North America and Europe. Ang 

(2015) conducted research in Korea and examined the 

performance of publicly accountable investment options 

available in Korea. The period covered for the study ranges 

from January 2006 to April 2014. The outcomes of the 

research work presented that the rank of the Dow Jones 

Sustainability Index Korea is higher than numerous of the 

conventional indices of Korea. They also established in 

their investigation that there was no substantial influence of 

the worldwide crises that occurred in 2008 on sustainable 

asset return and instability. Tripathi & Bhandari (2015) 

examined the performance of abundant publicly 

accountable stock portfolios in contradiction of the 

performance of overall shares/bonds assortments and 

marketplace portfoliosemploying return and several risk-

adjusted methods over the era ranging from January 1996 to 

December 2013. The findings of the study indicated that 

socially responsible portfolios have greater risk as equated 

with general stock portfolios but they also generate higher 

returns when compared to the return generated by the 

general stock portfolios. They also pointed out that 

irrespective of prevailing economic condition, companies 

which are socially responsible performed fabulously in the 

Indian capital market by generating unusual returns that 

was statistically significant concluding that the 

circumstance that SRI across India must be recognised as a 

viable investment option (Tripathi & Bhandari, 2016). 

Nakai et al. (2016) in their study of SRI and Conventional 

funds operating in the Japanese market, focusing 

particularly on the worldwide financial crisis of 2008 

revealed that SRI funds demonstrated a higher resilience to 

the global crisis stemming from the bankruptcy of Lehman 

Brothers when compared to conventional funds.Lesser et 

al.(2016) investigated a vast section of globally 

capitalizing socially responsible funds covering the period 

from the year 2000 to the year 2012 and provided evidence 

that publicly answerable funds beat conventional funds 

duringthe crisis period specifically.  Paul (2017) studied 

the influence of business cycle, marketplace return and 

impetus on the monetary performance of SRI mutualand 

concluded that SRI inclines to reserve value throughout 

financial contraction more than it enhances worth amid 

fiscal expansion. Riedl and Smeets (2017) found that 

socially responsible investors are willing to accept lower 

returns in SRI mutual funds to align with societal values, 

despite the potential for higher returns in conventional 

funds.Chiappini& Vento (2018) in their research tried to 

investigate the performance of SRI against conventional 

investments. The paper analysed the reaction of SRI prices 

to the Brexit referendum and Lehman Brothers bankruptcy 

and found that SRI reacted more negatively towards the 

Brexit referendum but better in the case of Lehman 

Brothers bankruptcy. Thus, a mixed reaction was observed 

in the study of Irfan & Tanwar (2018) highlighted through 

their study the interaction between Shariah and Non-
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Shariah indices. The results highlighted the integration of 

Islamic Indices with the conventional indices operating in 

the Indian stock market. 

Initially, ESG disclosure by Indian companies was poor 

when compared with their global peers. But in recent years, 

when global market participants started pulling out their 

investments from Indian companies citing that Indian 

companies did not comply with international ESG,the 

focus was shifted to bringing ESG norms into 

consideration.  According to the IFC (2011), companies 

who score high on ESG performances can provide added 

value to their investors because of their abridged charges 

and jeopardies, by solidification of their brands, and by 

enlightening their growth aspects. 

Now, India has started aligning itself with the new 

international inclination and the Indian corporations and 

market participants have started incorporating ESG facets. 

It is believed that the ESG investing pattern in India will 

evolve and will also bring into line with global market 

trends over the coming years.

The present study aims at analysing the significance of ESG 

disclosures made by the companies on their performance. 

The paper will analyse whether there is any 

substantialinfluence of following ESG norms on the long-

term sustainable profitability of the companies. The 

following indexes were used in the study.

S&P BSE Greenex

Bombay Stock Exchange set up a novel index which is 

known as 'BSE-GREENEX'. The index is designed 

toquantify the performance of diverse companies in terms 

of their Carbon Emissions. GREENEX is constituted of 20 

corporationsthat were part of the BSE 100 index meeting 

energy efficiency standards. This index gives a chance to 

investors to track the socially accountable companies that 

invest in energy-efficient practices. The GREENEX will 

also permit asset executives to produce products to aid 

investors in putting their money in only green enterprises.

S&P BSE CARBONEX 

BSE CARBONEX is the first Carbon Indexing Project 

which was launched by BSE in 2012. This exchange holds a 

deliberate view of the structural commitment of the 

establishments to climate change mitigation. Only those 

companies who are good at managing their risks and at the 

same time are generating opportunities induced byclimate 

change and simultaneously disclosingdata on the same 

aspect to CDP will be eligible for indexing at BSE 

CARBONEX. The index is very useful as it providescrucial 

information to the investors for analysing theassociated 

risks and opportunities with any change in climatic 

conditions. In this way, investors are in a position to 

monitor the carbon emissions of those companies in which 

they are holdingsome stake. 

S&P SHARIAH 500 

The “S&P BSE 500 Shariah Index” is a stock market index 

which was started in 2010 with the BSE platform. Islamic 

index was launchedwith a motive to fascinatenew investors 

from their home country India and also from other countries 

overseas. It is one of the ethical indexeswhich comply with 

different norms of investing as per Islamicrules. It is the 

first index which was launched under the partnership. 

S&P BSE ESG Index

The “S&P BSE 100 ESG Index”was launched in the year 

2017 and is intended to quantify the exposure to securities 

that are meeting sustainable investing criteria along 

withkeeping the segments ofrisk and performance similar 

to the S&P BSE 100.

S&P BSE Index

The BSE SENSEX also popular by the name  S&P 

Bombay Stock Exchange Sensitive Index or the SENSEX 

is a free-float market-weighted stock market index which 

constitutes 30 well-established and economically all-

encompassing establishments listed on Bombay Stock 

Exchange. The 30 constituent companies which are part of 

the indexare representative of various industrial sectors of 

the Indian economy as they are some of the largest and most 

actively traded stocks or companies.  It was launched on 1 

January 1986. Since that time,it has been regarded as the 

pulse of the domestic stock markets in India. The base value 

of the SENSEX was taken as 100 on 1 April 1979 and the 

year 1978- 79 is taken as its base year.
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Research Objectives:

1. To assess the performance of socially sustainable 

stock indices operating in India using log returns.

2. To equate the performance of diverse publically 

sustainable stock indices with the general stock index 

using average log return.

3. To study the variability in the returns using traditional 

measures of risk evaluation.

With these objectives in mind, this paperaims to estimate 

the performance of the selected indices and market indices 

using traditional measures of performance evaluation. 

To achieve this the hypothesis tested is 

H1: There is a substantial difference between the return 

generated by socially accountable investing and general 

investing.

Research Methodology

Research Design: The research design of the study is 

exploratory, and grounded on a secondary database. The 

objective of the study is obtained by comparing log returns.

To meet the objectives of the study historical data of closing 

prices for different indices like “The S&P BSE 

Sensex”,“S&P BSE ESG Index”,“S&P BSE 500 

Shariah”,“S&P BSE GREENEX” and“S&P BSE 

CARBONEX” was gathered. The performance of major 

socially responsible and sustainable indices of India was 

compared with the one Market Index. Stock Indices namely 

S&P BSE ESG Index, S&P BSE 500 Shariah, S&P BSE 

GREENEX,and S&P BSE CARBONEX have been taken 

as a proxy for socially sustainable companies while S&P 

BSE Sensex is considered as the market index for the study.

Data used for the research work includeda monthly 

database extending from January 2017 to July 2023. The 

period is chosen keeping in mind the availability of index 

data. 

The following measures have been used for the 

comparison:

1. Log Returns: After the collection of monthly values of 

performance of the different indices, log returns for the 

periodis calculated using:

Log Return = Log (Price at t period)/ (Price at t-1 time 

period)

After the calculation of log returns for the said period,the 

average log return for different indices wascalculated.

2. Standard Deviation:  This measure of performance is 

used to measure absolute risk associated with the 

fluctuations in price and return for the given index. 

Variation in returns is the most critical factor for 

evaluating the risk of the asset.

3. Variance:  This measure of performance is used to 

measure absolute risk associated with the fluctuations 

in price and return for the given index. Variation in 

returns is the most critical factor for evaluating the risk 

of the asset.

Results and Analysis:

Table 1 provides a summary of the test results used in the 

study.In the above table, average log returns, standard 

deviation of the log return and variance of the return have 

been presented. The average log returns are 0.003405 for 

S&P BSE CARBONEX), 0.002826 for S&P BSE 

GREENEX), 0.001425 for S&P BSE ESG Index, 0.00434 

for S&P BSE 500 Shariah and  0.003394935 for S&P BSE 

Sensex. The risk measured in terms of variance and 

(standard deviation) were 0.000512 (0.022765), 0.000481 

(0.022111), 0.000837 ( 0.029362), 0.000365 ( 0.019246), 

0.000487325 ( 0.02216499) for S&P BSE CARBONEX, 

S&P BSE GREENEX, S&P BSE ESG Index, S&P BSE 

500 Shariah and S&P BSE Sensex, respectively.

*Researcher's Output 

 Stock Exchange Average Log Return Standard Deviation Variance 

S&P BSE CARBONEX  0.003405 0.022765 0.000512 

S&P BSE GREENEX 0.002826 0.022111 0.000481 

S&P BSE ESG Index 0.001425 0.029362 0.000837 

S&P BSE 500 Shariah 0.00434 0.019246 0.000365 

S&P BSE Sensex 0.003394935 0.02216499 0.000487325 
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It was observed that the highest return was available for the 

S&P BSE 500 Shariah index (0.00434), followed by the 

return of the S&P BSE CARBONEX index (0.00305) , 

whereas the return the of market index i.e. S&P BSE Sensex 

is only (0.003394)learly indicates that the returns generated 

by the sustainably sensitive indices are greater than the 

average return generated by the market index. 

The standard deviation showed that the S&P BSE 500 

Shariah index has the lowest standard deviation, followed 

bythe S&P BSE GREENEX. The standard deviation of S&P 

BSE Sensex, the market index stood at third position 

indicating higher risk when compared to risk generated by 

sustainably sensitive indices of S&P BSE 500 Shariah and 

S&P BSE GREENEX.  S&P BSE ESG Index is the most 

sensitive or volatile index out of those studied.

Another measure adopted for comparing the volatility of 

the different indices is the variance. For a given market 

index volatility measures the dispersion of returns.  Higher 

variance indicates higher volatility or higher risk per unit of 

amount investThemostMost volatile index is the S&P BSE 

ESG Index, folltheowed by S&P BSE CARBONEX index. 

The volatility of the market index or S&P BSE Sensex is 

high as compared to other sustainable stock indices like 

S&P BSE 500 Shariah and S&P BSE GREENEX. 

Discussion 

This research work empirically tested the performance 

along withthe unpredictability of the different socially 

responsible indices functioningin the Indian stock 

marketplace against the generalmarketplace performance 

of the Indian Stock Socially. Social responsible investing 

(SRI) has been emerging as a new concept over the past few 

years. Many compare real attemptsto invest in companies 

higher on ethical and sustainable values. With a compulsory 

contribution towards CSR activities which is part of 

corporate sustainability in the Indian companies as per the 

Companies Act 2013, the efforts of the Indian companies 

towards contributing to the environment, socially 

backward communities, and adoption of ethical and legal 

policies and strategies are on the rise. For example, the 

country's largest thermal power producer has vowed to 

generate 30% of its capacity from non-conventional 

sources by 2030 and has also opted not to acquire new land 

for coal plants, aligning with India's goal to produce 40% of 

its electricity from non-conventional sources (Bhatia, 

2021).Such actions are being highlighted in the profits 

generated by the companies as the ultimate customer will 

prefer those companies which are providing sustainable 

goods and services and undertaking the concept of 

corporate sustainability in real spirits (Tingchi Liu et al., 

2014; Raza et al., 2020).  The results of this study indicate 

that the S&P BSE 500 Shariah has the highest average 

return with the least volatility. This index is performing 

better than the S&P BSE Sensex index which is considered 

as a substitution of the marketplace index. Moreover, the 

paper revealed that socially responsible or socially active 

indices generated returns with better returns with less 

volatility. 

Hence, socially sensitive indices can be used as a better 

investment opportunity having decent returns with 

minimum risk.Therefore, it is worthwhile for all-purpose 

companies to absorb the essence of societalaccountability 

and must begin considering ESG customs while making 

their strategies for investing.It can be concluded that with 

time, investors are becoming additional informed about 

societalobligations and have started absorbing and 

internalising the behaviour of socially responsible 

companies. The outcomes of the research work specify that 

slowly and gradually stockholders of India are also 

becoming socially conscious as there are indicators that the 

stock market has started rewarding socially responsible 

companies with high net returns.As apositive trend toward 

greater corporate social responsibility (CSR) commitment 

was observed by Dharmapala & Khanna (2018)among the 

firms they studied, there is a chance of overall improvement 

in the sustainability and ethical practices of the firms. This 

could attract SRI investors who often seek to invest in 

companies that exhibit strong CSR practices. The results 

are in support of the notion that Socially Responsible 

Investing is the demand of the era and is gaining due 

acceptance in India as well. It will be in favour of 

companies to become publically accountable and start 

developing publically accountable yields to begin the drive 

or phrase of socially accountable pending across India. 
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Limitations and Future Scope

The current research work was undertaken for a limited 

period hence there is a scope to further increase the period 

covered. Moreover, only limited indices have been studied 

in the present study. Thus, in the future more indices can be 

investigated. Also, a comparative study can be performed 

for developing and developed countries.  
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