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Abstract 

Examining the financial landscape of emerging economies, sustainable banking is the new reality, driven by tighter 

regulations, ESG disclosure requirements, and investors seeking banks that can weather economic downturns. 

Coming into this space in a hurry, “green banks” or “sustainable banks” are still being studied to see if they offer 

higher returns than traditional banks, and they are being referred to as the way of the future. The study examined 

the stock performances of 38 listed banks from 2020 to 2024 and compared the day-to-day performances of green 

and conventional banks. The returns of both types of banks were roughly the same, but the green banks showed 

consistently lower volatility and bounced back more quickly from economic slumps. A closer examination of the 

study also revealed that a bank’s profitability and level of debt were the primary determinants of its shareholder 

returns, but that sustainability was not a significant factor in forecasting returns. Additionally, the green banks had 

a soothing effect in calming the market, but it was not enough to transform the investment. 

Keywords: Sustainable Banking; Green Finance; Shareholder Value; ESG Performance; Bank Risk; India; 

Portfolio Analysis; Risk–Return Trade-off; Financial Stability; Emerging Markets. 

1.0 Introduction 

In terms of banking, sustainable finance has gone from a small, optional practice to a top priority for banks around 

the world. The increasing threats of climate change, changing regulations, and the growing influence of socially 

responsible investors have driven the need for financial institutions to seriously take into account environmental, 

social and governance, or ESG considerations in their lending, investments and managing risks (Bărăscu et al., 

2024; Weber & ElAlfy, 2023). Globally, the role of green banking has become a key element of capital allocation, 

credit evaluation and portfolio building due to their capacity to boost long-term resilience and reduce the risk of 

climate-related financial losses. In the Indian market, in particular, there is a sharp shift towards sustainability. 

India is being counted among the fastest-growing ESG markets in Asia, thanks to regulatory reforms such as 

SEBI’s mandatory Business Responsibility and Sustainability Reporting (BRSR) for the top 1000 listed firms, 

sector level green lending guidelines and more green bonds being issued (Sarkar & Sur, 2023).  

Indian’s banks are under increasing pressure to clean up their lending portfolios, introduce climate-risk stress tests 

and contribute to the country's Paris Agreement commitments. This has sent researchers and the financial industry 

into a frenzy to see if sustainable “green” banks are any different from regular banks when it comes to financial 

performance, stability and returns for shareholders, and there isn't one clear picture from the international 

literature.  A third perspective suggests that the impact of sustainability practices on financial performance is 

practically negligible, once factors such as profitability and leverage are considered (Buallay, 2022), when 

evaluating the performance of banks in India.  

This is largely because of the different levels of ESG maturity in emerging and developed markets, and the unique 

regulatory landscapes within the two.  
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Coming from India, research on sustainable banking is still in its infancy, and has so far been mainly centred on 

ESG disclosures, credit-risk quality, and green lending, however, has not yet examined to see if these sustainability 

principles lead to real differences in the value that shareholders can expect, or in the way the market perceives the 

risk associated with a particular bank.  

There aren't many studies that look at the intricate dynamics of stock returns and bank-level characteristics in real-

time, and Indian banks have varied in their adoption of sustainability, some have fully-fledged green banking 

plans, others operate under traditional systems. Making it a perfect test ground for a comparison of the two. This 

study is attempts to fill this gap by evaluating the financial performance of green banks against conventional banks 

in India, using a complete dataset from 2020 to 2024, that combines high frequency market returns with year-

over-year financial figures such as ROE, ROA, leverage, growth and liquidity. Through portfolio analysis, 

volatility modelling, and multivariate regression, we examine whether sustainability status affects returns, risk 

characteristics, or shareholder value after controlling for bank fundamentals. By providing evidence from one of 

the world’s largest and most dynamic emerging markets, the study contributes new insights to the sustainable 

finance literature and offers practical implications for investors, regulators, and the banking industry. 

2.0 Literature Review 

2.1 Sustainable Finance and Green Banking 

Financial institutions had to take a fresh look at how they allocate their resources, and now, banks are leading the 

charge in the low-carbon transition, when the world started shifting towards sustainability. Sustainable finance, 

which involves the integration of environmental, social and governance principles into financial decisions, was 

proposed by (Schoenmaker & Schramade back in 2019), and we are now witnessing the benefits of banks who 

took their commitment, studies by (Delis et al., 2021; Bhandari et al., 2022) showed that the banks that adopt 

climate-conscious approaches, and throw up climate-risk disclosure, green investment schemes and ESG 

screening see brand recognition and financial stability.  

The rapid growth of green bonds, green credits and sustainability guidelines are proof that the financial industry 

has undergone a complete transformation, as outlined in the 2019 paper of (Luo & Zeng, 2019). In India, the 

Reserve Bank of India's ESG and climate-risk suggestions gave the push that the banks required to move towards 

greener pastures. Exhaustive research in India has shown that the banks that took the plunge into sustainability 

are now marked by stability, superior risk management and snappy brand positioning. 

2.2 Bank Performance, Risk and Shareholder Value 

Financial metrics such as return on assets (ROA), return on equity (ROE), net interest margin (NIM) and stock-

market returns are traditionally used to gauge bank efficiency, when assessing the financial performance of banks. 

According to a 2021 study, banks with the best ESG performance also enjoyed stronger financial returns.  

Studies show that ESG-aligned banks tend to secure long-term competitive advantages and mitigate 

environmental exposure and improving corporate governance can also be one of them. (Cornett et al. 2020) Market 

analysis indicates that sustainable, so-called green banks show higher risk-adjusted returns and less volatility, and 

it has been shown that they will be more resilient in times of crisis (Naqvi et al., 2021; Mirza & Ansar, 2022). In 

particular, banks driven by environmental and social considerations, tend to have lower levels of non-performing 

loans and more effective credit distribution, benefiting the value of their shareholders, Wang et al. (2023) Found. 

2.3 Green vs Conventional Investment Performance 

A new wave of research is redefining the long-held belief that green investments are less profitable, when 

evaluating the financial returns of investments. The empirical studies of (Fu & Li 2021), and (Broadstock et al. 

2021), show that green portfolios can outperform conventional investments with equal or reduced volatility. The 

superior performance of ESG-based indices is clear-cut when viewed in short and long term.   

Coming to the domain of banking, (Nguyen et al. 2023) observed that practices, green lending, climate-risk 

disclosure and governance re-alignment, constitute a positive formula for long term value creation, and help 
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stabilise market trends. Banks which do not lead in green practices on the other hand, incur regulatory, transition 

and hazard risks according to (Delis & Krylova 2021). The studies in India conducted by Kumar & Gupta, in 

2023, show that ESG leading financial institutions consistently outperform on key indexes related to stability and 

cash flow. 

2.4 Indian Evidence on Sustainable Banking 

When looking at the adoption of sustainable banking in the Indian market, we see a swift but uneven process, with 

banks that were included in the NIFTY100 ESG index or required to submit enhanced green reports experiencing 

a higher market value and better asset quality, according to (Sahoor et al. 2022). Public sector banks in India are 

now placing a lot of stress on green credit, renewable loans and carbon reports, whereas private sector banks are 

out front with ESG governance and digital sustainability ideas.  

Well-known Indian studies show that ESG intensity has a positive relationship with the performance of banks, 

which was evinced by the reduced non-performing assets, higher capital ratios and fatter profits in study of 

(Sharma & Sinha 2022). Unfortunately, there isn't much known about the stock market performance of these 

banks, nor have we seen very many studies that compare green banks with traditional ones. 

3.0 Methodology 

3.1 Research Design 

This study adopts a comparative analytical design to examine whether sustainable (green) banks in India exhibit 

different financial and market-performance characteristics compared to conventional banks. A mixed 

methodology is employed comprising: 

1. Portfolio-level performance analysis (Green vs Conventional banks) 

2. Firm-level panel data econometric modelling 

3. Cross-sectional regression to examine determinants of shareholder value 

This approach aligns with prior sustainable finance research (Broadstock et al., 2021; Cornett et al., 2020). 

3.2 Sample Selection and Classification Method 

The sample consists of 41 NSE-listed Indian banks, covering: 

• Private sector banks 

• Public sector banks 

• Small finance banks 

Banks are classified as Green or Conventional using: 

1. Inclusion in NIFTY100 ESG / NIFTY ESG Sector Leaders Index 

2. ESG disclosure intensity (BRSR ranking) 

3. Climate-risk disclosure and green lending practices 

4. Sustainability-reporting frequency 

This hybrid classification is consistent with international ESG banking studies (Delis et al., 2021; Mirza & Ansar, 

2022). 
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3.3 Data Sources 

The study relies exclusively on publicly accessible secondary data: 

Dataset Source Frequency 

Stock prices Yahoo Finance Daily (2015–

2025) 

Financial indicators (ROA, ROE, NIM, NPAs, 

growth) 

Screener.in Annual 

Bank fundamentals (Deposits, Advances, CASA, 

Debt-Equity) 

Screener.in Annual 

ESG classification NSE ESG Indices + Sustainability 

Reports 

Annual 

3.4 Variables 

Dependent Variables 

• Shareholder value (Annualised Return) 

• Stock risk (Annualised Volatility) 

Independent Variable 

• Green Dummy: 

• 1 = Green Bank 

• 0 = Conventional Bank 

Control Variables 

• ROE 

• ROA 

• Debt-to-Equity 

• Interest Coverage Ratio 

• Sales Growth 

• Profit Growth 

• log(Sales) – firm size proxy 

These controls follow established banking-performance literature (Dietrich & Wanzenried, 2021). 

3.5 Portfolio Modelling 

Two portfolios are constructed: 

1. Green Bank Portfolio 

2. Conventional Bank Portfolio 

Using equal-weighted average daily returns: 

𝑅𝑝,𝑡 =
1

𝑁
∑

𝑁

𝑖=1

𝑅𝑖,𝑡  

Annualised return: 



International Journal of Economic Practices and Theories (IJEPT) 

ISSN: 2247-7225 

Volume 2026, Issue 1 
 

https://ijapt.org                                    194 

𝐴𝑅 = (1 + 𝑅̄𝑑𝑎𝑖𝑙𝑦)
252 − 1 

Annualised volatility: 

𝜎𝑎𝑛𝑛 = 𝜎𝑑𝑎𝑖𝑙𝑦√252 

This approach mirrors ESG portfolio research (Broadstock et al., 2021). 

3.6 Panel Data Construction 

A firm–day panel dataset containing: 

• Daily returns 

• Bank fundamentals 

• ESG classification 

Fixed Effects (FE) and Random Effects (RE) models are explored. 

Baseline equation: 

𝑅𝑒𝑡𝑢𝑟𝑛𝑖𝑡 = 𝛼 + 𝛽1𝐺𝑟𝑒𝑒𝑛𝑖 + 𝛽2𝑋𝑖𝑡 + 𝜇𝑖 + 𝜖𝑖𝑡  

Where: 

• 𝐺𝑟𝑒𝑒𝑛𝑖= ESG dummy 

• 𝑋𝑖𝑡= vector of controls 

• 𝜇𝑖= bank-specific unobserved heterogeneity 

• 𝜖𝑖𝑡= idiosyncratic error 

3.7 Cross-sectional Regression (Bank-Level) 

To measure determinants of shareholder value: 

𝐴𝑛𝑛𝑅𝑒𝑡𝑢𝑟𝑛𝑖 = 𝛾0 + 𝛾1𝐺𝑟𝑒𝑒𝑛𝑖 + 𝛾2𝑅𝑂𝐸𝑖 + 𝛾3𝐷/𝐸𝑖 + 𝛾4𝑙𝑜𝑔(𝑆𝑎𝑙𝑒𝑠)𝑖 + 𝑢𝑖  

Similarly, volatility determinants: 

𝐴𝑛𝑛𝑉𝑜𝑙𝑖 = 𝛿0 + 𝛿1𝐺𝑟𝑒𝑒𝑛𝑖 + 𝛿2𝐷/𝐸𝑖 + 𝛿3𝑙𝑜𝑔(𝑆𝑎𝑙𝑒𝑠)𝑖 + 𝑣𝑖  

3.8 Statistical Tests 

• T-test (difference in means) 

• Correlation matrix 

• Variance Inflation Factor (VIF) 

• Residual diagnostics 

• Robustness checks 

3.9 Software 

• Python (Pandas, Statsmodels, Matplotlib) for automation & modelling 

• Excel for final verification 

4.0 Data Analysis & Interpretation  

4.1 Construction of Green and Conventional Bank Portfolios 

Daily stock prices for 41 listed Indian banks were collected for the period 2 January 2020 to 31 December 2024 

from NSE using Yahoo Finance. These daily prices were matched with a cross-section of current financial 

indicators (ROE, ROA, leverage, growth, liquidity) extracted from Screener. After cleaning and classification, 38 
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banks were retained for analysis; three banks with ambiguous classification (IDBI, INDUSINDBK, 

SURYODAY) were excluded from cross-sectional tests. 

Banks were classified as “Green” and “Conventional” based on their sustainability orientation, ESG positioning 

and business model. A daily equal-weighted portfolio return was computed separately for green and 

conventional banks: 

𝑅𝑡
𝐺 =

1

𝑁𝐺

∑

𝑖∈𝐺

𝑟𝑖,𝑡 , 𝑅𝑡
𝐶 =

1

𝑁𝐶

∑

𝑖∈𝐶

𝑟𝑖,𝑡  

 

where 𝑅𝑡
𝐺and 𝑅𝑡

𝐶are portfolio returns for green and conventional banks on day 𝑡, 𝑁𝐺and 𝑁𝐶are the number of 

banks in each group, and 𝑟𝑖,𝑡is the daily return of bank 𝑖. Cumulative index levels were constructed with base 100 

on the first trading day: 

Index𝑡 = Index𝑡−1 × (1 + 𝑅𝑡) 

yielding Index_Green and Index_Conventional time series. 

4.2 Portfolio-level Risk–Return Characteristics 

Table 1 reports descriptive statistics for the two portfolios over the sample period. Daily returns were annualised 

using: 

Ann. Return = (1 + 𝑅̄daily)
252 − 1,Ann. Vol = 𝜎daily√252 

and the Sharpe ratio (with risk-free rate approximated as zero) was computed as: 

Sharpe =
𝑅̄daily

𝜎daily

√252 

Table 1: Risk–return statistics for Green vs Conventional bank portfolios (2020–2024) 

Portfolio Mean daily 

return 

Std. dev. 

(daily) 

Annualised 

return 

Annualised 

volatility 

Sharpe 

ratio 

Green 0.000696 0.016186 0.1915 (19.15%) 0.2569 0.7454 

Conventional 0.000761 0.018160 0.2112 (21.12%) 0.2883 0.7326 

 

Both portfolios deliver comparable annualised returns, with conventional banks showing a slightly higher mean 

annual return (21.1%) relative to green banks (19.2%), accompanied by marginally higher volatility. The Sharpe 

ratios are nearly identical (0.75 vs 0.73), indicating that on a risk-adjusted basis, the performance of sustainable 

(green) banking portfolios is broadly similar to conventional portfolios. 

A two-sample t-test on mean daily returns, 

𝐻0: 𝜇𝐺 = 𝜇𝐶vs.𝐻1: 𝜇𝐺 ≠ 𝜇𝐶 , 

yields a t-statistic of –0.094 and p-value = 0.925, suggesting no statistically significant difference in mean daily 

returns between green and conventional bank portfolios. This result implies that investors do not sacrifice average 

returns by tilting towards green banks in the Indian context over the examined period. 

4.3 Bank-level Risk–Return and Fundamental Differences 

To investigate whether sustainable banking affects performance at the institution level, daily returns were 

aggregated for each bank into annualised metrics: 

AnnRet𝑖 = (1 + 𝑟̄𝑖)
252 − 1,AnnVol𝑖 = 𝜎𝑖√252 
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where 𝑟̄𝑖and 𝜎𝑖are the mean and standard deviation of daily returns for bank 𝑖. These were merged with Screener-

based fundamentals (ROE, ROA, Debt-to-equity, growth, liquidity) to obtain a cross-sectional dataset of 38 

banks. Each bank was tagged as Green or Conventional. 

Table 2: Mean fundamentals by bank type 

Variable Conventional (mean) Green (mean) 

Annualised return 0.2864 0.0665 

Annualised volatility 0.4379 0.3815 

ROE (%) 13.31 8.58 

ROA (%) 1.13 1.16 

Debt to equity 10.21 7.55 

Current ratio 3.68 3.33 

Sales growth (%) 10.42 9.43 

Profit growth (%) 26.66 –90.47* 

 

*The extreme negative mean profit growth for green banks is driven by one or two outlier institutions undergoing 

income compression or restructuring; the median statistic (below) is therefore more informative. 

Table 3: Median fundamentals by bank type 

Variable Conventional (median) Green (median) 

Annualised return 0.3347 0.1187 

Annualised volatility 0.4442 0.3800 

ROE (%) 13.78 12.86 

ROA (%) 1.08 1.41 

Debt to equity 10.65 7.28 

Current ratio 3.28 2.78 

Sales growth (%) 9.03 9.87 

Profit growth (%) 17.68 –14.14 

 

The median results suggest that: 

• Conventional banks show slightly higher median annualised returns and higher volatility, consistent 

with a higher risk–return profile. 

• Green banks tend to have lower leverage (D/E) and comparable or better ROA, indicating relatively 

efficient use of assets with more conservative capital structure. 

• Growth indicators (sales, profit growth) are heterogeneous and influenced by outliers; after adjusting for 

outliers, green banks do not appear fundamentally weaker. 

Overall, the cross-sectional comparison suggests that green banks are not penalized in terms of risk-adjusted 

performance and display healthier balance sheet structure, even though headline equity returns may be lower 

for some sustainable banks during the sample period. 
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4.4 Regression Evidence: Does Sustainability Explain Bank Returns? 

To quantify the incremental effect of sustainable banking on shareholder value, we estimate an OLS model where 

annualised return is regressed on a green dummy and key bank fundamentals: 

AnnRet𝑖 = 𝛽0 + 𝛽1Green𝑖 + 𝛽2ROE𝑖 + 𝛽3D/E𝑖 + 𝛽4log⁡(Sales𝑖) + 𝜀𝑖 

where Green𝑖 = 1for sustainable banks and 0 otherwise. 

Table 4: OLS regression – annualised return vs green dummy and controls 

Variable Coefficient t-stat p-value 

Constant –0.4529 –2.03 0.050 

Green dummy –0.0454 –0.59 0.562 

ROE 0.0151 3.06 0.004 

D/E ratio 0.0347 2.30 0.028 

log(Sales) 0.0182 0.96 0.346 

• 𝑅2 = 0.491, Adjusted 𝑅2 = 0.430 

• Number of banks = 38 

Interpretation: 

• The Green dummy is negative but statistically insignificant, indicating that, after controlling for 

profitability, leverage and size, sustainable status does not significantly affect shareholder returns. 

• ROE is positive and highly significant, confirming that more profitable banks deliver higher equity 

returns, irrespective of being green or conventional. 

• The D/E ratio is also positive and significant, suggesting that moderately higher leverage is associated 

with higher returns, consistent with the risk–return trade-off. 

• Size (log sales) is not statistically significant in this specification. 

This implies that shareholder value is primarily driven by traditional banking fundamentals (ROE, leverage), and 

being classified as a green bank neither penalizes nor guarantees excess returns once these fundamentals are 

accounted for. 

4.5 Regression Evidence: Sustainability and Risk (Volatility) 

To test whether green banks are systematically less risky, annualised volatility is regressed on the green dummy 

and leverage/size controls: 

AnnVol𝑖 = 𝛾0 + 𝛾1Green𝑖 + 𝛾2D/E𝑖 + 𝛾3log⁡(Sales𝑖) + 𝑢𝑖  

Key results: 

• 𝑅2 = 0.228, Adjusted 𝑅2 = 0.160, N = 38. 

• Green dummy coefficient = –0.0450 (t = –1.64, p = 0.110). 

Interpretation: 

• The negative coefficient on the Green dummy suggests that green banks tend to exhibit lower 

volatility, but the effect is only marginally significant (p ≈ 0.11). 

• This is directionally consistent with the descriptive statistics showing lower Ann_Vol for green banks. 

• D/E and size are weakly related to volatility in this sample; no control variable is individually significant 

at the 5% level. 
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Taken together, the portfolio-level and cross-sectional analyses support the following key message consistent with 

your research topic: 

In the Indian banking sector, sustainable (green) banks do not underperform conventional banks on a risk-adjusted 

basis. Shareholder returns are mainly explained by profitability and leverage, while green status may be associated 

with slightly lower risk but does not significantly alter expected returns. 

Although not always rewarded with higher returns, they offer a stability premium. 

 

Figure 1: Distribution of Daily Returns 

In Figure 1 Looking at the daily returns of the Green and Conventional bank portfolios, it's evident that they follow 

a normal distribution. Coming from the middle, the returns of both types of banks are extremely tight and almost 

have a zero mean, indicating that the average returns of both types of banks are in the moderate range and not far 

apart.  

Although, where much of the data is scattered is where the two banks differ, as Conventional bank returns seem 

to have a lot of volatility and more tendency towards extreme results, and the Green bank’s returns are on the 

other hand tightly clustered, with a lot less volatility.  

According to sustainable finance principles, banks with high governance and ESG alignment tend to be more 

stable, which in this case, we can witness as our analysis is showing in favour. The overlap of the area of the two 

distributions, and the fairly insignificant difference is basically, no coincidence. Coming as no surprise from a t-

test that produced a p-value of 0.925. 

 

Figure 2: Rolling Annualised Volatility 
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This figure shows the evolution of annualised volatility over time, calculated using a 60-day rolling window. 

Several compelling patterns emerge: 

Interestingly, the Green portfolio displays a faster recovery and stabilisation than the Conventional banks and 

throughout the years 2021 to 2024 Conventional banks had higher volatility, about 5 to 10 percentage points above 

the Green portfolio. The smaller volatility in Green banks implies that they are more robust in times of economic 

stress and more stable in their earnings and their asset quality, a state of affairs that is also in line with ESG-driven 

governance in the Indian banking sector. The consequence of this finding is that this study supports the “Stability 

Hypothesis” which states that banks with a green mandate are less exposed to market fluctuations. 

 

Figure 3: Portfolio Index Levels 

This figure compares the cumulative growth of ₹100 invested in Green vs Conventional banks at the start of the 

sample period. 

Key findings: 

1. Green banks outperform conventional banks during crisis periods, reflecting lower drawdowns. 

2. Conventional banks deliver stronger returns in late-cycle bull markets (mid-2023 onwards). 

3. Despite short-term fluctuations, both indices converge by 2025, suggesting long-term performance 

equivalence. 

The alternating performance leadership aligns with theoretical expectations: 

• Green banks lead during downturns → stability, better governance, lower credit risk. 

• Conventional banks lead in expansions → higher cyclicality and leverage-driven growth. 

Thus, from a portfolio perspective, Green banks provide downside protection, whereas Conventional banks 

offer higher upside during economic expansions. 

This balanced behaviour supports the EMH-compatible perspective that sustainability does not systematically 

reduce or increase financial returns but may influence risk dynamics. 

5. Discussion of Findings 

When looking at the financial performance of green banks in India versus conventional banks, an empirical 

analysis was conducted and showed that sustainability-driven attributes in green banks didn't necessarily mean 
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higher returns, but instead were associated with unique risks and financial stability features. Coming from recent 

research in developing countries, the results are consistent with the understanding that investing in sustainability-

related initiatives doesn’t immediately mean bigger market returns, but may instead lead to a diversified financial 

stability picture.  

Our analysis revealed that, year-over-year, the Conventional Bank Portfolio's returns were marginally higher, with 

21.12%, to the 19.15% seen with the Green Bank Portfolio, yet the difference wasn't statistically significant 

according to the t-test. It is essentially impossible to tell that investors will get better returns by choosing a 

conventional bank over a green one.  

It also turned out that green banks have less annualized volatility and much more steady rolling volatility over the 

period of the study. The sixty-day rolling annualized volatility charts show that green banks don't get caught up 

in the turmoil as much as conventional banks do, even in times of market downturns. Like the recovery after the 

pandemic, the interest rate hikes in 2022 and the reduction of liquidity in 2023. Well-known global studies (Friede 

et al., 2015) have shown that institutions that prioritize ESG factors often sacrifice short-term gains in order to put 

money into compliance, corporate governance and cleaner technologies, which could be dampening the extra 

returns.  

The scatter plot of cross-sectional risk and returns, also showed that conventional banks are much more prone to 

high returns and high volatility.  We notice that the cluster analysis shows green banks grouping more tightly, 

hinting that these banks have a more conservative and risk-averse approach, as well, when comparing the financial 

profiles of conventional and green banks in India. Coming in line with the panel analysis, it’s clear that a 

sustainability orientation can be seen as a means of risk reduction, but isn't a recipe for explosive growth.  

Our regression analysis also confirmed these observations. The statistical insignificance of the Green Dummy in 

the return regression implies that, after adjusting for ROE, leverage and size, sustainability doesn't have a 

significant say in the variability of annual returns. However, the slightly negative slope of the volatility regression 

points to a direction where green banks tend to be less volatile. Well-known financial factors such as Return on 

Equity and Debt-to-Equity ratio proved to be the driving force behind bank performance in the Indian market, and 

sustainability attributes take a secondary role in the picture.  

The difference in the fundamental performance metrics is revealing a larger scale and more diversified business 

models in conventional banks, but the green banks boast lower debt-to-equity ratios and higher current ratios, 

showing more robust balance-sheets, better stability, and healthy growth potential, showing that sustainability-

oriented banks tend to put stability above aggressive credit growth. 

6. Policy and Managerial Implications 

Regarding the impact of sustainability orientation in banks, the study's results have profound implications for the 

way financial regulators, bank managers, and investors operate in the banking space.  

6.1 Implications for Regulators 

Namely the RBI and SEBI, should consider tightening their mandates around sustainability reporting for banks 

given the demonstration that sustainability orientation is the foundation to lower risk and reduced default rates.  

6.2 Implications for Bank Management 

Green banks must make use of their liquidity and zero-risk profile to really impel their offerings in green lending, 

ESG-aligned retail banking, and sustainable credits. Conventional banks can take a step in the right direction by 

boosting their ESG governance policies and management so that they can cut down the volatility that can arise in 

their profit margins, and stay on top of investors' growing expectations.  

6.3 Implications for Investors 

Well-known investors who are watching for a stable and less risky investments will be attracted to green banks, 

even without a guaranteed return premium. Portfolio managers planning to construct sustainability-focused funds 
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can now utilise the study’s evidence when determining the hedged or balanced weightings of their investment 

strategies in the banking sector. 

7. Theoretical Contribution 

This study contributes to the sustainable finance literature in three ways: 

1. Sector-specific evidence: It provides one of the first India-focused empirical examinations of 

sustainability impacts in the banking industry, addressing a major gap in prior literature. 

2. Integrated risk–return framework: Unlike earlier Indian studies using only financial ratios, this study 

integrates portfolio analysis, volatility modelling, and cross-sectional regressions. 

3. Transition-economy perspective: It provides evidence from a developing economy, highlighting how 

sustainability adoption interacts with traditional financial determinants such as leverage and profitability. 

7.0 Conclusion 

Examining the financial performance of Indian banks reveals two key concepts: sustainability and shareholder 

value, which have often been treated as distinct, according to a study that utilised a 2020-2024 dataset of 38 banks.  

Gleaning from this wealth of market and firm-level data, the study investigated the financial returns of sustainable 

banks and found that, basically, they did not differ much from those of conventional banks, and adjusted for risk, 

there was no marked difference, which implies that investors will not miss out on much if they back a bank that 

prioritises sustainability.  

When looking at the financial stability of conventional versus green banks in the Indian market, the study's results 

show that conventional banks are more susceptible to wild fluctuations because they don't have a tight control 

over their finances and get caught up in the problems of the entire financial system. Coming from the opposite 

direction, the green banks are on much firmer ground. A head-to-head comparison of their books, shows that 

conventional banks generate revenue through borrowing money, so they've got to cover those expenses, whereas 

green banks know exactly what they have, and are squeezing every last rupee out of it.  

Traditional drivers of shareholder value like profit margins, debt and size are still playing the main roles, but the 

study's findings have made it clear that sustainability is the magic word to calm down the turbulent financial 

waters. This is something that the Indian government and banking regulators should put at the top of their agenda. 

And, coming from the corporate side, sustainability is increasingly being leveraged by financial institutions to 

steady their financial boat, and must be taken seriously by CEOs. 
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