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Previous studies (1/2)

• Harmful environmental news

– The Toxic Release Inventory program in the US (Hamilton, 

1995)

– Other public disclosure program in developed countries 

– Judicial actions following environmental violations (Karpoff, 

Lott & Wehrly, 2005)

– A broad set of environmental events (Klassen & McLaughlin, 

1996)

• Industrial accidents with environmental concerns
Capelle-Blancard & Laguna (2010)
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Previous studies (2/2)

• Other extra-financial events

– Product recalls (Jarrell & Peltzman, 1985) 

– Airline crashes (Borenstein & Zimmerman, 1988)

– Product tampering (Mitchell, 1989)

– Corporate fraud (Karpo and Lott, 1993)

– Unethical behavior (Gunthorpe, 1997) 

– Massive layoffs (Farber & Hallock, 2009; Capelle-Blancard & 

Tatu, 2012)
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What’s new?

• A common limit of the previous papers is that they 

focus on extreme events. 

• Oil spills, accidents, toxic release, product tampering, 

corporate fraud, etc. have a significant negative 

impact.

• But what about less dramatic everyday events? How 

shareholders react to very ordinary events? 

• These questions are important since CSR does not 

consist merely in avoiding ecological disasters. 

Instead, according to its proponents, CSR should be 

embedded in all corporate operations.
5

What do we do?

• We propose a set of theoretical hypothesis to 

explain the impact of ESG news on firm’s 

market value

• We build an original sample : > 75,000 events 

concerning 100 firms over 2002-2010.

• We assess the drivers of the stock market 

response to ESG news
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The impact of ESG news on firm value

Outline

• Theoretical Foundations and Hypotheses

• Data on ESG news

• An empirical assessment

– Event study

– How to explain abnormal returns?
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ESG news are newsworthy…

• “It is virtually impossible to open the business 

section of the New York Times, the Wall Street 

Journal, The Economist, or any business 

publication today without seeing mention of 

measures being taken by some company to 

become more socially responsible.”

Paul R. Portney (2008)
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… but are they market movers?

• ESG news are simply increasingly popular

• Information on CSR is likely to make good stories

• Soft news on ESG issues, and the emotive language 

associated, are more appealing for a large audience 

than hard information… but they are more difficult to 

process
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H1 : ESG news have a significant effect 

on firms' market value

The carrot or the stick?

• The (a)symmetry of the impact of ESG news.

• Historically, investor awareness on ESG issues 

resulted in the rejection of the so-called “sin stocks”. 

• Practices have evolved and nowadays socially 

responsible investors used generally both negative 

and positive screens.

• H2 : Negative ESG news impact more firms' market 

value than positive ESG news.
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PR versus CSR

• H3 : ESG news from external sources impact more 

firms' market value than ESG news from the firms

themselves.
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CSR: fashionable?

• H4 : The impact of ESG news is stronger and 

stronger
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When bad CSR happens 

to good companies

• The theoretical literature concerning the effect of the 

firms' reputation on their performance is 

unconclusive. 

• A reservoir of goodwill in times of crisis? 

• Boomerang effect in case of disappointment?

• H5a : The impact of negative ESG news is lower for 

a firm with a good ESG reputation.

• H5b : The impact of negative ESG news is lower 

when the firm belong to a sector which enjoy a 

good ESG reputation.
15

Out of sight, out of mind?

• Engelberg & Parsons (2011) show also that the 

impact of media on nancial markets is influenced by 

the distance, for earning announcements in the US.

• H6 : The impact of ESG news on firms' market value 

is higher when the event is local (the event involves 

the community).
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Content analysis

• Content analysis is a research 

technique for the objective, 

systematic and quantitative 

description of the manifest

content of communication

• H7a: The impact of ESG news on firms' market value is higher 

when the article contains words with an active, economic, legal 

or quantitative orientation.

• H7b: The impact of ESG news on firms' market value is lower 

when the article contains words with an abstract or qualitative 

orientation.
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Driven to distraction

• An increased attention on a given company could 

increase the impact of an event on the stock 

markets. 

• We use data from Google insights for search as proxy 

variable for emphasized attention. 

• H8: The impact of negative ESG news is higher when 

the firm is subject to a higher attention.
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Covalence 

• Created in 2001 in Geneva, Covalence has developed, in 

partnership with Datadoxa, a systematic collection of positive 

and negative ESG information concerning the world's largest

companies.

– Positive news include announcement of a social sponsoring program, 

the launch of new eco-innovative product, a green award, etc. 

– Negative news  relate to toxic release disclosure, rumors of 

downsizing, and the divulgation of bad labor practices in 

subcontractor factories, etc. 

• Each day 20 analysts perform a total of 80h of reading, 

screening 2,000 news items. As of 2010, their database

includes more than 190,000 information items from more 

than 10,000 sources, covering more than 500 firms. 
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Covalence EthicalQuote
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Data

• 75,218 ESG events, positive or negative from January 

2002 to December 2010 concerning 100 

multinational publicly listed firms.

• Company name

• Event date, Countries of occurrence

• Source of disclosure: 

– media (including internet) and social authorities 

(governmental bodies, academics, international 

organizations)

– NGOs and trade unions

– The companies themselves

• 45 ESG criteria classication
22
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Number of events 

by source and criterion
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Event study methodology
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The impact of ESG news on financial

performance – overall results
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Conclusion

• Investors and analysts have access to more 

Environmental, Social and Governance (ESG) 

information than ever before. 

• And whether they like it or not, firms have to 

take into account the social responsibility of 

their actions.
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Conclusion

• This paper examines the stock markets reactions to ESG 

events included in the Covalence-EthicalQuote database 

(75,218 occurrences concerning 100 listed companies on the 

period 2002-2010). 

• The stock market reacts negatively and instantaneously to 

negative ESG information but not to positive ones. 

• The only source of reliable information is the medias. 

• The better the reputation, particularly for companies inside 

their sector, the lower the losses. 

• Cultural proximity and quantitative tone are other sources of 

additional losses
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