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Course Objective

First part:

This course review focuses on the role of Environmental, Social, and Governance
(ESG) factors in financial economics and asset pricing. It will discuss how ESG
considerations shape portfolio efficiency through the ESG-efficient frontier and how
environmental risks give rise to return premia, including the pollution premium. The
review also explores how ESG-related information can be extracted from option
markets and how ESG characteristics generate momentum effects. Empirical evidence
from the Taiwanese stock market is used to illustrate how changes in ESG ratings
influence investor behavior and stock prices.

Second part:

We will explore ESG and responsible business investing, focusing on corporate
governance, sustainability, and relevant topics such as stakeholder capitalism, green
corporations, and responsible investing, particularly in the Taiwanese financial sector.

By the end of the course, students will understand the significance of responsible

business practices and the relevance of ESG.
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Teaching materials

For my lecturing parts, handouts with references to the material will be handed out.

4g1il- Course website

TBA
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Textbooks/Reference

Required textbooks and papers:

1. Edmans, A. (2021). Grow the Pie: How Great Companies Deliver Purpose and
Profit-Updated and Revised. Cambridge University Press.

2. Edmans, Alex, “Applying Economics — Not Gut Feel — To ESG.” Financial
Analysts Journal 79(4), 16-29, 2023.

3. Pedersen, L. H., Fitzgibbons, S., & Pomorski, L. (2021). Responsible investing:
The ESG-efficient frontier. Journal of Financial Economics, 142(2), 572-597.

4. Hsu, P. H., Li, K., & Tsou, C. Y. (2023). The pollution premium.

The Journal of Finance, 78(3), 1343-1392.

5. Cao, Jie, Amit Goyal, Xintong Zhan, and Weiming Zhang, August 2025,
Unlocking ESG Premium from Options, forthcoming Journal of Financial and
Quantitative Analysis.

6. Chen, H. Y., & Yang, S. S. (2020). Do investors exaggerate corporate ESG
information? Evidence of the ESG momentum effect in the Taiwanese market.
Pacific-Basin Finance Journal, 63, 101407.

7. Chen, H. C., & Lin, Y. N. (2026). ESG migration: Evidence from the Taiwan stock

market. Review of Quantitative Finance and Accounting, 1-32.
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2. Roncalli, Thierry, Course 2024-2025 in Sustainable Finance & Climate Change
(November 08, 2024). Available at SSRN: https://ssrn.com/abstract=5014796 or
http://dx.doi.org/10.2139/ssrn.5014796

3. TABF:

“Investing in the future of the planet: A navigation map for ESG,” Taiwan
Academy of Banking and Finance(TABF) publisher, 2023. (“F&HERAVAZK ¢

ESGHYZERME, 2023, M ELEA &EERHAIGE k)
4. Case Study: the incentives on architectural proposals for the construction industry
(R o)1 R &7 & R RS TR
5. F b4 H RITIREO 31 ESG K Kk
6. T4 FT: SRR 2P 13005 chik ¢ s,

2



http://dx.doi.org/10.2139/ssrn.5014796

TR EFEMART AR MR R KT A

sFEAGHEE

mClass Participation, Attendance, and In-Class Performance 25%

EE) mHomework Assignments 10% mMidterm Exam 30% wFinal-term project
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Other description 1. The course will be offered for both undergraduate and master-level students.

2. Teaching Approach(es):
Lecture: 50%

Class Discussion: 20%
Group Activity: 30%

3. Course Assessment:

i. Class Participation, Attendance, and In-Class Performance (25%)

Students are required to attend classes regularly, complete the assigned readings
before the midterm examination, and actively participate in in-class discussions and

literature-based analyses.

ii. Homework Assignments (10%)
There will be two to three homework assignments, all of which must be submitted on

time.

iii. Midterm Exam (30%)

The midterm exam will consist of five to six essay questions.

iv. Final-term project Report & final-term presentation (35%)

a. Students need to select an up-to-date practical (enterprise) report or (government)
policy on engaging in sustained investment, sustained economy, sustained finance,
and so on.

b. They will form a group (about two students) and present the group project in the
last two weeks of this course.

c. The group leader provides a summary report of their oral presentation and helps
facilitate an in-depth understanding of the practical problems (issues) on sustainability
and how enterprises or governments try to resolve them.

d. The written report and PPT (for oral presentation) are required.
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1 2/26 | a. Course Review Ed 023
) What is ESG in the view of financial economists? mans ( )
03/05 ] ) Pedersen et al.
2 The ESG-efficient frontier (I)
(2021)
03/12 ] ) Pedersen et al.
3 The ESG-efficient frontier (II)
(2021)
03/19 | The pollution premium (I) Hsu et al. (2023)
03/26 | The pollution premium (II) Hsu et al. (2023)
04/02 | Unlocking ESG Premium from Options Cao et al. (2025)
04/09 ) . Chen and Yang
7 ESG momentum effect in the Taiwanese stock market
(2020)
g 04/16 | A change in ESG ratings influences investor reactions in Chen anf Lin
the Taiwanese stock market. (2026)
9 04/23 | Midterm Exam
04/30 | The practice of ESG- A Responsible Business (1)
10 B What is a responsible business Chl,2of
B How does responsibility differ from /ong-term | Edmans (2021)
shareholder value maximization?
05/07 | The practice of ESG- A Responsible Business (2)
» Ch 1,2 of
Edmans (2021)
05/14 | The Returns to Responsible Business
B Related to the “ES” of ESG
B There is evidence that certain dimensions of
social performance are correlated with long-term | ~, 4 of Edmans
12 shareholder returns.
B However, the evidence is far from one-way: the (2021))
average socially responsible investing fund does
not beat the market, and sin stocks outperform
05/21 | Putting Responsibility into Practice (1):
B How can you put responsibility in your Ch 3.8 of
13 company? ’
Edmans (2021

B  What are the barriers you face in doing so?




14

05/28

Putting Responsibility into Practice (2)

Ch 3, 8 of
Edmans (2021)

15

06/04

Responsible Investing:
B This covers the “G” of ESG
B What is responsible investing, and what are the
recent trends?
B The evidence for whether responsible investing
works
Why responsible investing is not ~ “patient investing” ;
selling shares can be responsible

Ch 6,9 of
Edmans (2021)

16

06/11

Final Group Project Presentation

17

6/18

Self-studying

18.

6/25

Self-studying




