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Aysegiil Berrak KOTEN

oz

Global rekabet ortaminda varligin1 devam ettirmekte olan giiniimiiz isletmelerinin ayakta
kalabilmelerinde, tek basina finansal degerlerinin iyi olmasi yeterli gelmemektedir. isletmelerin
faaliyetlerine devam edebilmeleri adina stirdiiriilebilirlik ifadesi 6n plana ¢ikmis ve buna bagl
olarak da sosyal, ekonomik ve ¢evresel yiikiimliiliiklerden kaynakli kurumsal siirdiiriilebilirlik
kavrami ortaya cikmistir. Sirketlerin ekonomik, cevresel ve sosyal konularla ilgili
siirdiiriilebilirlik stratejiler1 uygulamalar1 ve yatirimcilarin bilgilendirilmesi amaciyla Borsa
Istanbul ¢atis1 altinda Siirdiiriilebilirlik Endeksi hesaplanmaktadir. Gergeklestirilen ¢alismanin
amaci, BIST Siirdiiriilebilirlik Endeksi ¢ergevesinde islem gérme hakkina sahip olan alti
bankanin, endekse dahil olmadiklart donem 2013 y1l1 ve dahil olduklar1 2020 dénemi i¢in borsa
performans gostergelerinin anlamli farklilik gosterip gostermedigi Paired t testi yardimiyla
aragtirllmistir. Bu amag¢ dogrultusunda yapilan analiz sonucunda, hisse fiyati haricinde
fiyat/kazang orani, piyasa degeri/defter degeri, islem hacmi ve nakit akis oran1 degiskenleri igin
anlamli farklilik elde edilmistir. Dikkat ¢ekici nokta, endekse dahil olduktan sonra bankalar i¢in
sadece islem hacminin artis gostermesidir. Borsa Istanbul Siirdiiriilebilirlik Endeksi yeni bir
endeks sayilir ve endeks derinlestik¢e bankalarin hisse senedi degerlerinde ve diger performans
gostergelerinde yarattig1 etkinin zaman i¢inde olumlu duruma doniisecegi diisiiniilmektedir.
Anahtar Kelimeler: Sirdurilebilirlik Endeksi, Bankalar, Borsa Performansi, Istatistik
Analiz.

ABSTRACT
Good financial values are not sufficient alone for the survival of today’s businesses, which
sustain their existence in the global competitive environment. For businesses to continue their
activities, the expression of sustainability has come to the forefront, and therefore, the concept
of corporate sustainability emerged from social, economic, and environmental obligations. The

Sustainability Index is calculated under the umbrella of Borsa Istanbul to ensure that businesses
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implement their sustainability strategies on economic, environmental, and social issues and
inform investors. The purpose of the study was to investigate whether the stock market
performance indicators of the six banks which have the right to be traded in the framework of
the BIST Sustainability Index for 2013, when they were not included in the index, and for 2020,
when they were included, by using the Paired t-test. As a result of the analyses made for this
purpose, significant differences were detected for the price/earnings ratio, market value/book
value, transaction volume, and cash flow rate variables aside from share price. It was interesting
that only the transaction volume increased for banks after they were included in the index. Borsa
Istanbul Sustainability Index is considered a new index, and it is considered that the effect of
banks on stock values and other performance indicators will turn positive as the index deepens.

Keywords: Sustainability Index, Banks, Stock Market Performance, Statistical Analysis.

INTRODUCTION

In environmental science, sustainability can be explained as the ability of the elements of a
system to continue its development and productivity in the future (Jeucken, 2010: 56). When
the term “sustainability” is analyzed from an institutional viewpoint, it is stated that social,
economic, and environmental factors are integrated after applying them to the decision
mechanisms of businesses to make use of the organizations in the long term; however, they are
performed in agreement with the corporate governance principles (Carnevale & Mazzuca, 2014:
73). Also, corporate sustainability means the effective management of risks that may arise from
such situations (Aras et al., 2010: 231).

In their study conducted on sustainability, Aliyu et al. (2017) argued that sustainability was
the process of making some applications to meet the demands and needs of societies and to
uncover their existing potentials in a sustainable period by providing continuous flexibility in

ecological, sociological, and economic issues. In general, the concept of sustainability is an
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element determining the limits of the sustainability of an event or process with an unlimited
time phenomenon.

As a result of the implementations of the stock markets in developed countries regarding the
concept of sustainability in the global context, Borsa Istanbul laid the foundations for the
establishment of the BIST Sustainability Index, which has been traded as of 2014, as an action
towards the concept of sustainability, which is improving worldwide. In the abovementioned
period, which corresponds to 2011, a questionnaire was conducted for 215 businesses in 11
different sectors trading in the stock exchange by PricewaterhouseCoopers-PwC, Turkish
Business and Sustainable Development Association (SKD), and Istanbul Stock Exchange (ISE)
at that time. As a result of the questionnaire, it was seen that 62% of the businesses adopt the
sustainability policy and have an interest in sustainability (PwC, SKD, and ISE, 2011: 14).

The main target of the BIST Sustainability Index is to create an index to include businesses
traded in Borsa Istanbul with high sustainability tendencies and to increase the knowledge,
understanding, and operations regarding sustainability in Turkey and especially among BIST
businesses. In this context, the practices aimed at adopting the BIST sustainability approach in
organizations and on a social basis are gaining momentum.

The purpose of the study was to uncover significant differences for stock market
performance indicators of Akbank, Garanti BBVA, Tiirkiye Is Bankas1, Yap: Kredi Bank,
Sekerbank, and TSKB, which are included in the Sustainability Index among the banks, which
are the main elements of the finance sector, for 2013, when they were not included in the index,
and for 2020 when they were included. In this way, it will be found out how being included in
the Sustainability Index had effects on investors and whether it was reflected in the stock market
performance indicators as a result. It is considered that the result to be obtained from this

analysis will be a guide for investors and decision-makers.
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CONCEPTUAL FRAMEWORK

The corporate sustainability concept is an expression widely used in business literature and
can be an option for continuous growth and profit maximization, which is accepted as one of
the classical goals of organizations adding a modern understanding to organizational goals
making a difference in business markets and allowing the traditional competition system to be
interpreted from a different perspective (Aras et al., 2018: 602). The Sustainability Index is
accepted as the reflection of corporate sustainability in financial markets (Care, 2018: 95).

The sustainability concept can be explained as the resources used by humanity today, the
evaluation of future generations by filtering moral, social, economic, legal, and legal values in
a way to allow them to continue their vital actions at the most appropriate level (Raut et al.,
2017: 554). The corporate sustainability expression can also be explained as “the effort of a
business to maintain the profitability of assets as a living entity, perform activities to enable the
protection and development of resources that can be used in the future while meeting current
needs by turning to social and environmental activities as well as purely for economic profit to
ensure the continuity of the enterprises” (Yip & Bocken, 2018: 154). Corporate sustainability
is based on the principles of agency theory, legitimacy theory, and stakeholder theory (Marti et
al., 2015: 307).

Banks are institutions with social, economic, and environmental effects with funds provided,
financing of investments, and other financial products and services. Based on this viewpoint,
the analysis of sustainable banking practices, which is seen as a way of considering banks'
financial products and services to support sustainable development, seems to be more important
as time progresses (Ozmen et al., 2020: 156).

However, it was also seen that social, economic, and environmental factors, which are
considered as the main indicators of corporate sustainability, were no longer adequate alone for

the sustainability studies of organizations. As well as the above-mentioned indicators, a quality
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management system and organizational management studies, and firm financial indicators are
the components helping define the concept of corporate sustainability. For this reason, when
the concept of sustainability is examined, a multi-faceted corporate sustainability system must
be taken as the basis to include “finance” and “corporate management” elements along with
social, economic, and environmental factors. It is also important to evaluate the sustainability
activities in the banking sector, which has the effect of transforming all sectors with a powerful
tool such as financing, in this multidimensional approach (Aras et al., 2020: 3).

The BIST Sustainability Index has been published since November 4, 2014, with the code
“XUSRD?”, in the form of returns and prices. The initial value of the index is 98.020.09, which
was the closing of the Second Session of the BIST 30 price index on 03.11.2014. The weight
of a share in the index is limited to 15% (Borsa Istanbul, 2014a: 1).

There is 1 index period per year for the BIST Sustainability Index, from November to
October. The businesses included in the BIST 30 Index in 2014 and businesses in the BIST 50
Index in 2015 were included in the evaluations. The list of businesses that were evaluated since
2016 was extended to include voluntary businesses of BIST 100 businesses as well as the
businesses in the BIST 50 Index (Borsa Istanbul, 2014b: 3). The “List of Businesses Subject
to Evaluation” is updated and announced by Borsa Istanbul in December of each year. When
the index is calculated, the current prices recorded are used, and it is mainly calculated by using
the coefficient market values of the shares in actual circulation in the index.

LITERATURE

In their study, Skare and Golja (2012) compared 45 businesses in the Sustainability Index
in Dow Jones World with businesses that were not in the Sustainability Index in terms of
sustainable performance and financials. As a result, they reported that businesses in the scope
of the Sustainability Index performed higher than the businesses that were not in the scope of

the Sustainability Index between 2006 and 2008.
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Oberndorfer et al. (2013) compared the stock performance of German businesses in the Dow
Jones Stoxx Sustainability Index and the Dow Jones World Sustainability Index in general.
They used the data between 1999 and 2002 and found that German businesses were negatively
affected by the sustainability index.

In the study that was conducted by Charlo, Moya, and Mufioz (2015), businesses in the
Spanish Stock Exchange were compared by dividing them into 3 groups as those included in
the Sustainability Index, those that were not included in it, and mixed. As a result of their study,
it was found that the businesses in the Sustainability Index gained more at a similar risk level
and adapted more quickly to the changes in the market.

Marti et al. (2015) compared the Stoxx Europe 600 Index and the Stoxx Europe
Sustainability Indices. As a result, they reported that businesses in the scope of the
Sustainability Index had higher financial performance in the 2007-2010 period.

In their study, Citak and Ersoy (2016) compared the financial performances of businesses
in the scope of BIST 30 and BIST Sustainability Index between November 2014 and June
2015. They used daily, weekly and monthly earnings rates of each business in the BIST 30 and
BIST Sustainability Index, as well as the market capitalization/book value ratios as a case
study, and average testing approaches were also used. According to the mean test result of the
study, no statistical differences were detected between the mean earnings ratio of businesses in
the Sustainability Index and the earnings ratios of BIST 30 businesses. It was also determined
that the market value/book value ratio of the businesses in the index was higher than the market
value/book value ratio of BIST 30 businesses. Considering the result of the case study, the
average excess earnings ratio of the businesses in the index was not different from zero.

In the study that was conducted by Kestane (2016), the relations between the economic
corporate sustainability, financial performance, and investor relations of businesses traded in

the framework of the BIST Sustainability Index were evaluated for the dates of 2014-2015, and
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the data obtained from the financial statements were used using financial ratios (Profitability,
Growth, Continuity and Stock Market Performance). A classification was made based on the
pre- and post-index periods. It was determined in the study that there was a positive relationship
between the financial performances and investor behaviors of the businesses in terms of
economic, corporate sustainability practices in businesses outside the banking sector, but such
a situation could not be detected in banks. It was also observed that being included in the
Sustainability Index has a positive effect on the financial performance of both banks and non-
bank businesses.

In their study, Santis, Albuquerque, and Lizarelli (2016) compared the financial
performances of businesses included in the Brazilian Stock Exchange Sustainability Index and
businesses that were not included in the index based on the 2010-2013 date range. As a result
of their study, no significant differences were detected between the financial performances of
the businesses in the index and the financial performances of the businesses that were not
included in the index.

Altinay et al. (2017) examined the stock values of four banks in the BIST Sustainability
Index for 2014 and 2017 before and after the index. As a result of their study, it was found that
the stock values of the banks were higher before the index than the values after the index, but
there was no statistical difference.

In the study that was conducted by Onder (2017), 91 businesses were selected from among
the businesses in the scope of the BIST 100 Index, and the Multiple Linear Regression Analysis
was used in the analyses by using the profit data for the pre-tax period in the annual reports of
the businesses to measure the effects of their presence in the sustainability index on their
profitability. In the analysis, it has been determined that being in the corporate sustainability

index does not affect the profitability of the businesses.
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In the study conducted by Yildirim, Kocamis, and Tokur (2018), the purpose was to compare
the financial performances of 9 businesses from among the businesses included in the BIST
Sustainability Index for the five quarters before they were included in the index and the two
quarters after they were included in it. The performance differences of the businesses were
determined for the periods with the help of 10 financial ratios (Financial Leverage, Asset
Turnover, Return on Equity, Return on Assets, Net Profit Margin, Current Ratio, Operating
Profit Margin and Debt) and were measured using the t-test statistical method. It was observed
in the study that the financial performance increased positively after the inclusion of these
businesses in the index, and there were significant differences in financial leverage, asset
turnover, and return on equity performance indicators before and after the index.

In his study, Topal (2019) compared the financial performances of 11 businesses, and
excluded banks that were continuously traded in the scope of the BIST Sustainability Index
between 2014-2018, and 27 businesses excluding banks that were never included in the BIST
Sustainability Index but were included in the BIST 100 list between the same dates. In this
way, they aimed to compare the financial performances of businesses in the framework of
sustainability actions with those that were not in the scope of sustainability actions. The panel
data analysis was used in the comparison of the study covering 17 quarters by using ratio
analysis. As a result of this analysis, it was found that the actions towards sustainability affect
the return on assets of the businesses in a significant and positive way.

METHOD
Type of Study

The study had an applied descriptive study design. In this type of study, data are obtained
with guantitative methods and statistical analysis of the obtained data is made. Since descriptive
studies aim to define a certain phenomenon, they try to go into the details of the problem/case

examined (Boke, 2009: 13).
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The Study Problem

The study problem was to uncover whether the stock market performances of the banks
included in the Sustainability Index between the period when they were not included in the
index and the period they were included. In most of the studies reported in the literature, it is
suggested that the public perception and reputation of businesses that are included in the
Sustainability Index changed positively, and therefore, their stock market performances also
increased. In this study, this will be tested for banks included in the index in Turkey.
The Hypotheses of the Study

The main hypothesis of the study was that the stock market performance indicators differed
at significant levels for 2013 when banks are not included in the sustainability index, and for
2020, when they are included. The hypotheses of the study are given in Table 1.

Table 1. The Hypotheses of the Study

Hypotheses

Hi Price/Earnings ratio shows a significant difference for the 2013 - 2020 period.
H, !\/Igrket Value/Book Value ratio shows a significant difference for the 2013 - 2020

period.
Hs Cash Flow ratio shows a significant difference for the 2013 - 2020 period.

The Transaction Volume ratio shows a significant difference for the 2013 - 2020

H. period.
Hs Share Price ratio shows a significant difference for 2013 - 2020 period.

Population and Sampling of the Study

The study population consisted of 8 banks in the BIST Sustainability Index as of 2020. Since
ING bank and Development Investment Bank data were not included in the Bloomberg
Database, the sampling consisted of 6 banks. These banks were traded as Akbank, Garanti
BBVA, Tiirkiye Is Bankasi, Sekerbank, TSKB, and Yap1 Kredi Bank. The data were obtained
from the Bloomberg Database. The stock market performance ratios used in the study are given

in Table 2.
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Table 2. Stock Market Performance Indicators Used in the Analysis

Stock Market Performance Indicators Abbreviation
Price/Earnings P/E

Market Value/Book Value MV/BV

Cash Flow Ratio CFR
Transaction Volume v

Share Price SP

Analysis Method

The Kolmogorov-Smirnov and Shapiro-Wilk Tests were used because the choice of method
for the difference analysis to be used in the study was determined according to the normal
distribution of the data. The Ho Hypothesis, which expresses the normal distribution, was taken
since p>0.05 for the data. In this case, the “Paired t-test”, also known as the conjugate t-test,
was applied for the period before and after the sustainability index.
Findings and Discussion

The Paired t-test was used to test whether there were significant differences in stock market
performances for the period 2013 when the bank group was not included in the BIST
Sustainability Index and for the period 2020 when it was included.

Table 3. Paired t-Test Results

Mean n Std. Dev. p
Price/Earnings gg;g 22;5 gj ;gié 0.000*
Market Value/Book Value gg;g 1.'527702 gj ig? 0.000*
Cash Flow Ratio gg;g ;223 gj 28?? 0.000*
Trrsstonvoome 2903 TSSI00S 8 TEDTZ
T = T

*Significant at 0.05
As a result of the analyses, it was found that other performance indicators, except for the

share price, were different at significant levels. It was interesting was that only the trading
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volume increased after it was included in the index. The P/E, MV/BV, and CFR variables had
higher values before the index.

According to these findings, Santis et al. (2016), Altinay et al. (2017) did not report any
differences in performance rates in their study, and results that did not overlap with this study
were reported. The studies of Charlo et al. (2015), Marti et al. (2015), Citak and Ersoy (2016),
Kestane (2016) reported significant differences after adding to the index for some performance
ratios. In this study, the only positive development was recorded for the transaction volume.
Yildirim et al. (2018) and Topal (2019) studies stated that being included in the index showed
a significant difference in performance rates, and was positive. In the present study, significant
differences were obtained, but it was also found that there were more appropriate results in the
period not included in the index.

The reason for these different results in the literature might be because of the selected
variables, period evaluated, and the methods used. On the other hand, with the more positive
pre-index values, it is considered that the sustainability index has only just begun to be
recognized and the negative conditions seen in the world and our country during the period
considered in the framework of the study had a negative effect on the index.

CONCLUSION AND RECOMMENDATIONS

In the present study, the effects of the Sustainability Index, which started to be calculated in
Borsa Istanbul in 2014, on the stock market performance was examined for banks. In the scope
of the study, statistically significant differences were detected between the mean values of the
stock market performance variables before and after the Sustainability Index of 6 banks in the
banking sector, whose data were obtained, for the Price/Earnings, Market VValue/Book Value,
and Cash Flow Ratio variables, except for the share price. The sustainability index is new. As
the index deepens, it is considered that the effects of banks on stock values and other

performance indicators will turn into positive attitudes towards the index.
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Although Eccles et al. (2014) reported that the demands and expectations of investors on
corporate sustainability increased and argued that institutional investors considered the ESG
performance of businesses in their investment decisions, and the information sharing of
enterprises on matters such as governance and sustainability was insufficient in terms of both
quality and gquantity.

The increased number of businesses included in the BIST Sustainability Index was
considered important in terms of the studies to be conducted. It is considered that a more
accurate result will be achieved with more samplings and diversified sectors. The fact that
sustainability reports are accepted by more businesses as time progresses and they become a
necessity as the demands of the businesses’ stakeholders are shaped in the framework of
sustainability shows the requirement to measure social and environmental performances as well
as financial performances in the measurement of such studies. Considering the abovementioned
situations in future studies will contribute to the literature. Since the index is new, when its
changing and increasing content over time is evaluated, it is considered important to repeat
similar studies over time and to examine whether different responses emerge. It is
recommended to expand the comparative analyses with different variables and different
methods for future studies.

Generally, corporate sustainability valuation and measurement must be emphasized and
studied carefully in the world and Turkey. Especially in Turkey, businesses need to understand
the necessity and importance of managing the social and environmental risks of the company
well, along with financial performances in all business processes. In conclusion, the fact that
they started to care more about sustainability studies also supports the acquisition of quality
data in terms of academic studies. This will contribute to the realization of more comprehensive
and qualified studies in this field in the future. However, the necessity of providing and

processing qualified data on the measurement of sustainability performance, and the
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requirement for a qualified methodological method for the valuation and measurement to be
conducted will make any original work on this subject become even more important.
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