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In this paper, we find evidence that corporate carbon dioxide emissions have a significant negative return on their
stock prices in the Japanese stock market. We conducted an empirical analysis by regressing the stock returns of
listed firms on their carbon dioxide emissions in the Japanese stock market, following the model used by Bolton
and Kacperczyk (2021). Bolton and Kacperczyk (2021) found a positive carbon risk premium; that is, the amount
of carbon dioxide emitted by a company increases its stock returns. In contrast to Bolton and Kacperczyk (2021),
we found evidence of a negative carbon risk premium in the Japanese stock market, where firms’ carbon dioxide
emissions depress their stock returns. This evidence is significant for both ONT AI (direct plus indirect emissions)
and SCOPE3 (supply chain emissions), the two types of carbon emissions reported by Japanese firms. Moreover,
we find that common factors such as the Fama-French 3 factor, which explains the well-known risk premium in

stock prices, do not explain the negative carbon risk premium.
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