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The impact of the ESG report on the concentration of external financing sources and lenders' interest rate expectations
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Nowadays, there are several global challanges, such as climate change, increasing social inequality or the continously evolving market and social demands. These changes significally impact on companie’s external financies, a field where the sustainabilty and related expectation have gained increasing importance in recent years.
In Hungary, the framework and presentation of corporate sector’s sustainability objectives have also come to the forefront through legal regulations, particulalry in the form of ESG report. The objective of my research is to analyze the liabilty concentration of 30 selected companies from 5 different industries that make ESG report, using indutri-level-regression estimation and, with actual financial statment data, applying statistics measuere desgined to asses market concentration.
In connection with that I formulated a hypotesis, according to which the liabilty concentration of companies who makes ESG reports are lower than what it could be based on the industrial data. I applied similar assumption regarding the avarage cost of external capital. In my regression estimaton of the latter, I also considered thebankruptcy risk which is maesured by Altman Z-score as a dummy variable alongside the stock of interest-bearing liability.
Based on my results, I concluded that while estimated interest expenses across different industries do not significally deviat from the actual values reported in financial statements, there was a significantly higher deviaton in the case of liabilty concentraion compared to the actual value. Consequently, the more favorable creditor preception of companies prioritizing sustainability goals compared to the industry avarage is highly questionable. This can be explained by the fact that a well-developed, widespread practice in applying and evaulating ESG principles has not yet been established among domestic companies and creditors. As a result, the consideration of these aspects in lending decisions remains in an early stage of development.



