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This study examines whether negative ESG (Environment, Social, and Governance) reputation affects
corporate financial reporting quality after the introduction of stewardship code and how institutional
investors monitoring influences the relationship. Since the stewardship code focuses on improving
long-term shareholder value by considering non-financial factors, we predict that the monitoring role of
institutional investors is strengthened in companies with increased ESG risks after the introduction of
the code. To measure the ESG risks, we select 18 keywords related to MSCI ESG key issues and collect
negative ESG news using these keywords. Utilizing the news and C-score(Khan and Watts 2009), we
find that conditional conservatism in corporate financial reporting of companies with negative ESG
reputation has weakened, while the negative correlation between conditional conservatism in financial
reporting and tainted ESG reputation was alleviated after the introduction of the stewardship code. This
suggests that the potential losses that may be caused by negative ESG news are conservatively reflected
in financial reporting because the stewardship code aims at long-term sustainable growth. Moreover, the
higher the stake of institutional investors, the stronger demand for conservative financial reporting,
indicating that institutional investors pay more attention to ESG risks after the introduction of the
stewardship code.
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HAAQ ESG w2 sl 7FAFAAES o] dH
o A5402 F3AL YPAFOZH B A FH
ESG $&o] op7|gd 4= &= o &4 4 #4E )

&5 PRI FAFES FEGE Avdz o
g3 7P o et a2l 7| BFAA
A34 BUEY e AGArt 215 15708 4
g5t ghaell W E4E 7M7) Wil A9
AR B5A9 AREDE o) 71 WEARS S8
Reaas @ Aotk &, elutete] R4
Fe7b 248 20164 o] F FHHA ESG 27t
B3 7199 AGAEY 2A% BT E Ay
shat s QAIE I} Eobim, /A A3

0] £ 2% o2 AAE BV g FskE A
o a3 os 2e d e mhe} B AT A
¥ M e ol g 2ol st

7Hd 31 AfefEA 2E =9 °l$ %ﬂol ESG

3.1 ESG BEe| 25

MSCI(Morgan Stanley Capital International)

o] ESG dHlolH=
AV, TR
S REREE!
ESG A3 %X o|n (Chatterﬂ et al, 2009),
aF g2 APATE0] MSCIe THE &
ato] #d ATE APATH(Cui et al, 2016
Godfrey et al, 2009: Kim et al, 2012; King &
Lenox, 2002: Russo & Fouts, 1997; Waddock
& Graves, 1997). ©| % Shiu & Yang(2017)&
MSCIeNA A5 B 37} A9t #dd 719
=5 AHESte] #8291 CSR w27k 2AE 7199
F7ret A 7S o]8ste] 3712Ql CSR FAE
TR Apdo] B A Bl 22 9
s AR S WY 2 4= Shiu & Yang
(2017)°] AHg-gk 1871 7191 =

“dispute,” “local,”

AFYE, 719 A +=x, &
o4, a8l AFY #AbE
=243 AF2A 1A dekE g

AT

_19.,

(“controversy,”
“compensation,” “transparency,”
“discrimination,” ‘minority,” “damage,” “fines,”

“pollution,” "regulation,” “labor rights,” “product

safety,” “allegation,” “fraud,” ‘lawsuits,” “litigation,”
and “scandal) 2 Fzsle] 2HA ESG HA F

Aol AH-E 719 =2 VI APT, I &%, 14

A, V1Y BAFY 187 19 =8 A5
o dg 1Y = E 20124958 20193714 o]
o 2E 5o HE® 2 ALY 25 sl
S ol gate] AN, AT ok e 2R

7) olel Froh ke ARA 2 oA

iz, 5 2D Al|E7} ks Gu Al gt

92

= 20234 89 7|% IFAENEATY 512 AL Fol AE
FEAA| 9| 83%E AAuleln Mgul A LA 9 50%%5 AL %)
e e @ Aol ohe velw el AAFAN A9 A4S el AF A9ES £ w
Selr} 34 g o wnEr

&4 % oIS SIFeg, 3
@ w9l o]0 S
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Qg AFAUT. EF, FAR 719
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ofiffo] 2AF FHA 7
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719-d #1294
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%
G =
—_)
:LN
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BA BESG w27t 4
afel 27 o) de] 27k LA
—roﬂ 7]04*1/:]

7t2d’ 719 =4 FAAQ] ESG w*ﬂ 7}

P
TETFE =

o MASRALT F F 9

Aol BESG 2~

AL,

% 3420 =

%‘0 ﬂﬁ’i‘ﬂr.
2 £ A%, 2012958 20199714 74

, el 2
=7h =dd 20161 oH e 713t st %}‘5?& 4

L'oP.i

]:]

£ 3204, 196719 719-d HEo

=
12 é}—t— ESGBN ﬁa —i‘— sto] #4201 ESG =, 2016 o] F< 713t Tk 2 A2 ESG
o] &A= ARSIt (Table 1D 9+ w&e 2337, 146709] 719-d #Eo = &9y
A g8 #3940 ESG w29 7192 Ao
2 NS AR HofFa gl F 553709 F
(Table 1) A4 F|l=0f e FHAOI ESG 7A9 ALY gl
T2 9= A=t 2012 2013 2014 2015 2016 2017 2018 2019
719 AP 16 - 6 2 1 1 1 1 4
e &% 97 5 18 7 18 5 18 - 26
Nd =24 E 3 2 - - - 1 - - -
719 @ 58 3 14 1 7 4 13 3 13
719 £ 15 2 10 - 2 - 1 - -
w=Eelaar 14 2 4 2 1 1 1 - 3
719 daa 10 - 2 - - - 6 2 -
749714 30 - 17 - 1 - - 6 6
EEARIAE 18 3 6 - 1 3 2 1 2
sl 39 HE 18 3 9 3 - 2 1 - -
A FLHA 6 - 1 - - 4 1 - -
=23 A 29 2 3 12 3 2 6 - 1
24129 719 4 - 3 - - - - 1 -
AP 25 6 3 2 2 5 3 4 -
7}—1%‘%1 724 115 13 5 19 30 18 13 5 12
=EAF g 10 4 4 - 1 1 - - -
713’3 =389 16 - 5 7 1 1 1 - 1
719 H4= 69 2 18 - 22 2 8 11 6
R 553 47 128 55 90 50 75 34 74
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C-score(Khan & Watts, 2009)&
319tk Basu(1997) = < ]‘”er‘?
#AE (Equation 1)9] g|HRo
w9 724 FAE g ol F7HH<l

=5 ‘JrE]rLH— ATk (By)ol B75 BFT

=4 FEolA §7d—r HaFo SHAE Fa] ¢
& Basu(1997) 2@ 7197 =(TA), 57k o
H] A%7H W& (MB)# 9w elA (LEVERAGE) S
r3kek (Equation 2)8 &8 C-score®t G-score
g F48%th. & ATl = Burke et al.(2020)
of A9 FYaHA (Equation 3)¢] C-scores &

A% Hegole] B84 (CONS) 2 AH-steltt,

m

EP,, = (3, +B,RET,, + B,NEGRET,,
+B,NEGRET, ;* RET, , +¢,,
(Equation 1)

- NEGRET,,: RET,,7} &o|9 1, 187 ¢o® (.

EP,,=B,+RET,,

(Yo T TA, , +MB; , +vLEVERAGE, ,)
+B,NEGRET, ,+ NEGRET, * RET,,

(mo+mTA; +p,MB,, . LEVERAGE, )

94
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+ (68, TA,, +06,MB,, + 5, LEVERAGE,,

+6,NEGRET, * TA, ,+ 5, NEGRET, * MB,

+0,NEGRET, * LEVERAGE, ) +€,,
(Equation 2)

©TA, FAE Ad R gk
© MB, FARE AR e A7 e
- LEVERAGE,,: A% tj¥] 53] v &

G- SCORE,, = §,
+ 4 LEVERAGE,,
C— SCORE,, = 3, = py + 1, TA, , + i, MB,
+ 1, LEVERAGE, , = CONS,,
(Equation 3)

=% tm TAiﬁt +y.MB;,

(Equation 4)& 7M 15 75387] 98l CONS

A4 (C-score) & THHFE 3t OLS IJAEH
285 Yepith, #4E0 ESGBN HeE 3
29l ESG w2rb HAg 719-d 22 AS 12
on|gte o], STEWARD ¥4 I
2Foley] ZE7F =9 20164 o] 39 7]7kel 73

+ 1< Yehlle grgolot, v 714 19 w}a}
A ESG W27k AeAre] 20 F Bapge] B

73

A& Aoz FrAAIZIYE, ESGBN ¥4
153k (B,) ol el gt ()9 g 7Hd Zlolth,
! 2011 g} AFojEy FE 59 o
ol ESG w8 215
AA 7} ekstEthE | (Equation 5)2] ESGBN
9} STEWARD W< nzdel Als3k(B,)0l
O % frof gt F(+)el @& 7H Aol

o Ry
o

LN

o H
T T

O

ot & ox ox
4

)
_l?\i

CONS,, = B, + 3, ESGBN;, + 3,S TEWARD,
+B351ZE; , + 3, MB; , + B, LEV,,
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+BRDAD, , + 3,CFO,,
+BsGROWTH, , + 3, ZSCORE,
TBAGE,  + 5, BIGY;
+ B IndustryFE,  + B3 Year FE, ,
+e, (Equation 4)
CONS; ; =B, + B, ESGBN, ,
+ B,ESGBN, * STEWARD,
+ B8 TEWARD; + 8,SIZE, , + 3 MB,; ,
+BsLEV,  + B,RDAD, , + 3, CFO,,
+B,GROWTH, , + 3, ZSCORE, ,
+ B AGE, , + 3,,BIGY, ,
+ BsndustryFE ;  + B, Year FE, ,
+e, (Equation 5)

- CONS,,: Khan and Watts(2009)°l 9]¢+ 714~
O,i_‘,:_t‘l_.ji Z7g¢k Aol Tk AR AlERk(C-score) :

- ESGBN,,: ¥4 ESG w27t #As 49+= 1,
a2 ¥od 0:

© STEWARD,: 5ol 2~fol=a] si=7h 2dd 2016
o] oW 1, 18] ¥oH 0:

- SIZE,,: FES] AR g

© MB,: FARE BF7HA] ] AR7HA] vl

« LEV,,: MPE o] FF-A 0] vl g

* RDAD, "“?L7l1‘ﬂ”ﬂl+4)fj An)/ZFul 2

- CFO,,: 98BI E/FA

© GROWTH,,: "|& 37}&!

© ZSCORE,,: Altman(1968)9l €Jg+ Z-score:

© AGE,,: 719 A9 A

© BIGY, . Big 4 #ARIe] Mg A= 1, 284
%o 0.

AFE 0 Ao S nAd F 9l EANSFE
= 7l°‘«l TR(SIZE), Z5-7H] iy
), A A BE(LEV), 770w 9 Fa
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78] & (RDAD), 99385358 (CFO), W=
34E(GROWTH), Altman(1968)¢] Z-score
(ZSCORE), :m Y AF(AGE), big 4 1A
A oAR(BIGHE 2l £Fetidt. 1t=7F 2 7]
He o]t &4 %]_719] H i3 d o] W31 (Givoly et
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04?‘ W] B G A= A 714 g st
3 le AR 2T Byl deA, 27
T BpFod ¢ A7] wfZell FAHE
thu] F5A19 vl&s Yehle LEV bﬂ—’Fgr o
Z thy] AopEe) o Ao v &S Jeh)

] 5k >~
2%]:3 U]ET

gt 87} S7keb7] W, Altman(1968)°ﬂ
ot Z-score® BAIBIATE. 414 71<] 735l
< BgAA o= g BEyAQ IAARE & /e
Aol For g (Khan & Watts, 2009), 7199 A
o AFE JeW & AGE W45 23849 F71819 T
I 5 AFEue] do Jgs A § e At
ol g5 A Al BIG4 W45 £ T
aRoEA A= =Y ol #AAQ] ESG B

AE2 ALY AWd 27 B A0 ES
5 HeFo] 7 5(-) 9 ARHAE
ST EAE BAE 71 39 AFRE L2 Ty
(Equation 6)2} o] A sItt. 7]18FAAe] 49
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o} 7122 s AHEE AL S, AAEE NS
719-(Organization for Economic Cooperation
and Development: OECD) = 7|34 FAAE K
AL deds, FARAHFFEEE §) 2 718
(Z1FaAE, AP ER 5?} ) M FEer £

A Al A|2329] 3 Al
BJA}, T } EEJA}, 23, Fab
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A=A Holel
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>
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AT E vid FAE = A _HJJM ‘%“%‘—oﬂ &

o Ao HuEE 5% °l FF F BAIAE

A, 5o AT FAAts 7 HFEALR A

ofetH L, INS e ol59 AE&E vkt
CONS,, = 3, + 3,ESGBN, , + 3,INS, ,

+ B3ESGBN, [* INS, , + 3,SIZE; ,
+BsMB; , + B LEV, , + 8 RDAD,
+B,CFO, ,+ B, GROWTH, ,

+ B, ZSCORE, , + 3,,AGE. ,

+ B, BIGA,;  + By 3ndustry FE

+ B, YearFE,,+¢,, (Equation 6)

© INS,,: AFEIA ] FAE 5%
S A Qg 7| RHFAA A
- 7]e} ¥igE (Equation 4)8F £4.

o FF T #A

7Hd 2014 9, 2~fFol=d] REv B ol F
7é7<4° ESG ¥#E 92 7199 Bz Arn
1 Agko] 744 39| == 7| RFA AR e 7HEgt

Aol SJsh ASAEAE BA3] Gl 2ol =y

257k £99 20164 ol4 2 o|F9 EES U

© 2 (Equation 6)°l 93+ AL S 77t 3
a3tk ©d (Equation 6)°l <3 3AEAE &

Tq

g3 A3}, ~Bolua AT T o j ;
ESGBN ¥4¢} INS ¥4 wsdge] A

o] frol ou e UehItH, o] & 2Fol =4
E =Y o] F RHAQ ESG vk 2 7]
71T A xl Tl 2&TH FAH ESG

=T 1w
}\94_ 174& ‘I“Zl‘ xﬂ—ri_ﬂ é@‘ 21'9] %(*)9]
T EEEE

7Hd 38 AAskE Adfolrt

B 2019971219 71%F
/\] xloﬂ }\RLL‘:J_ 7]<§

2012%

,‘

el N

2 MAAseh BE 7|7 zﬂ-‘jr 8 01E19] H]rlg}%

= f8 FElvetdd IFRS7F =

Ql A& Aiekate] A= AT

(1) 2%, 2dds 9984 g+ 714

(2) TS-2000014 74} Hlo|Ele] 957} 7153t 719

(3) FnGuideZ &) A dolele] 457} 7Fs
g 714

(4) KIS-ValueZ
3 71

(5) Aakdol 12€21 714

Sl F7k wlelE e A7t 7h

A A

HEH dolstr] EHT’ELOH H]ﬂ 7}*“£ 7l
sk7] 98l FEA Attt HF RS 2012
R 2019970419 % 10,374 7199-d EEO&,
(Table 2)°] S.9F uie} 2t} (Table 3)2 3
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(Table 2) E& MA 1}H
R I 719-9 qEg
2012956 20199714 744} dlolee] 447} 7hset 719 15,815
213 28 9 BEdd &ate 7Y (48)
A7k 109 AFE ST £ fle 719 (5,393)
Total 10,374
(Table 3) Z& 7|9 Aoded B
el 7194 RS
PER> 6.746
JRFAA 1,126
S 2 A 940
A&, 7 2 7)e AHag 594
7AA 364
&4 9 Fag) 182
AGAIA #E] ARG A 2 A AEAY 112
A7, 7ka, 7 2 32A I 88
S Au) Ay 56
F&, 34 2 ﬂlﬂa Ag, 45 AYA 40
&, A¥x 9 o7l Mu|Ag] 40
A, 49 4 o4 32
s g SAHY 24
24 16
M= 14
gl 10,374
7199 il EEE HojFr) 49 +EL A AS Hojeth, A W] 4% Fdx9] das
A A G EF 102 EF 7150 wet o wiAlEl] Hal, A, 3 1% 2T 1% e
slal glom, &= 16709 Ao HF FE o= A ZA (winsorizing) st tt. A2 o] Ao thgk o
e Ak LA 2 AFE-E CONS W49 F(5$97) 2 A
EEIEL, 2)dME 0.235(0.029), ~Fo =4
T &9 0|39 7177 3) A= 0.088(-0.001)
V. ASEN J AoE eh}, 2= £9) o]F 2AR BeFe
e AnAoR asle AP HoiFT Itk
el FH AR BSG ek 24T 719/d £
4.1 7= A= Hol A% 15 Yehll+ ESGBN W49 Hie A
A FEAA 0.033, 2= =Y o] F9] 7|t M e
(Table 4)& AZEM 0 ALgd UFEY 7| 5 0.028% Yeh}, 2= £ o|F B3zl ESG ¥
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(Table 4) 7|=&H2

Wy FEF it ZFHA Eaika et Ho gk
M1, 2
CONS 10.374 0.235 2.037 0.029 -26.490 6.842
ESGBN 10.374 0.033 0.179 0 0 1
STEWARD 10.374 0.497 0.5 0 0 1
SIZE 10.374 19.036 1.635 18.850 15.548 24.053
MB 10.374 1.538 1.632 1.027 0.161 13.17
LEV 10.374 1.119 1.260 0.758 0.051 9.672
RDAD 10.374 0.027 0.046 0.008 0.000 0.344
CFO 10.374 0.044 0.081 0.046 -0.248 0.301
GROWTH 10.374 0.065 0.307 0.029 -0.658 1.955
ZSCORE 10.374 3.462 3.405 2.521 -0.941 27.679
AGE 10.374 32.031 15.799 29 3 73
BIG4 10.374 0.502 0.500 1 0 1
7Vd 3 (only for STEWARD =1)
CONS 5,157 0.088 0.355 -0.001 -0.401 2.428
ESGBN 5,157 0.028 0.166 0 0 1
INS 5,157 3.817 7.228 0 0 31.43
SIZE 5,157 19.089 1.633 18.918 15.699 23.988
MB 5,157 1.586 1.740 1.039 0.168 13.17
LEV 5,157 1.056 1.148 0.734 0.051 8.287
RDAD 5,157 0.028 0.050 0.008 0.000 0.344
CFO 5,157 0.040 0.079 0.043 -0.234 0.262
GROWTH 5,157 0.071 0.310 0.033 -0.634 1.944
ZSCORE 5,157 3.581 3.658 2.533 -0.941 27.679
AGE 5,157 34.026 15.679 31 7 73
BIG4 5,157 0.459 0.498 0 0 1

- CONS: Khan and Watts(2009)¢l] &8t 7]|d-d =t 2 =33k o] that HA14 Al3k(C-score)
- ESGBN: #44< ESG w7 2% 45+ 1, 237 &2W 0;

- STEWARD: 3|AA=7} mijol] A~Fo=4] Z=7F B949 20164 o] oW 1, 2%A] o 0;

- SIZE: 9% Az g

* MB: FAE 47744 oy *]”7}74 H&

CLEV: ZARE Y] S50 vl &

- RDAD: 01?7H“LH]+’)'_”‘“4H])/%“H%Z

- CFO: 99875 5/F24h

- GROWTH: UHﬁ —5‘7}3

- ZSCORE: Altman(1968)2] Z-scoreZ Zhang(2012)2] ¥t o2 242 7-score:

- AGE: 718 49 45

- BIG4: Big 4 4A100] 7Atet 9= 1, 284 ¥oH

- INS: AIJEA | FAIE 5% o +F & BAAE *‘]ﬂﬂ 7| REAAL A

[j.qo
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Tk Ee AR =4 FE £9 o] 59| 77
Uehll e STEWARD ®%¢} ESGBN ¥4+ 57
Ao fofgt Fof FA/AE Ho, ARFoEN =
o o] % 71ZHEet ¥4 A ESG AUt HiHow

A BAGES 5T 5 Aok W, A BRR

7HA tiH] Al7EA] WSS YE = MB ¥4 Aol A& Yehl= INS W= CONS ¥4}
T(F9) 2 1.54(1.03) ]t} A7| A djH] g FAACRE oot 5o FHAAE YEbdd wet
A HlE&E vel= Eﬂbﬂﬁlﬂ Hl &2 ﬁéﬁ(%ﬂ 7NBFAAY] £ AEEo] Bed AFELE B
)= 1.12(0.76)01H, F wiZellA A7pdu] 2 Al BASkE AL obd S ¢ it o] gl
FuAA8 7L ARk &S el E RDAD ¥ 49 A¥e 198617 200397141 9] B2 o
T BH(FHAT)Z 2.7%(0.8%), TA tiv] o S 7|AFAA AL BaFoit folo] ¥
HAFSEY Bl (TS 4.4%(4.6%)% WAE Eag 7 AP+ (Kim & Bae, 2006)
AOZ Yehydth, E3 B2 7|95 1 6.5% AT A}
o W EFES 7158921, Altman(1968)¢] w4 W=l ESGBN Wiet v B4 WE 3t
Z-score® Zhang(2012)9] Wghi ] wet 5% o #AE A9 EW, ESGBN W4T Alo| 2(SIZE),
gt Z-score®] W (TS 3.46(2.52) 22 U} #HWA HE(LEV), 9985559 HE(CFO),
Elgch® g3t A9 d4E 32.03d019 3, EEe 719 AYAF(AGE) 2 big 4 #AF) W (BIGY)
50.2%7} big 4 ZARICZHH IS WSS & o BAR R o3 4] At #AE Hole v,
T ot F7EA o] A 7EA Hle (MB) 3 A4 kit
A8& 373t Z-score(ZSCORE) 9= BAA 2.
4.2 M| 24 2 o3 o FHAAE Hole AR Yeyt
71 BFAAE] A &S Uehl = INS M SIZE
(Table 5)& F8& WFEd g Foj& 9 23 W AGE W59 SAACR gt o] Jas
ot FAAFE Husta vk il E AR AE Helw, OFO ¥, BIG4 W A4
A% ol & gol& AWATE, LEF fv 2vo] B {3 59 AEWAE B ¢+ U
8) Z-score® @] 3.0HTh I UubHo g 3Ate] Aol ehdsitia wekan], 1.87) 3.0 Atele] sl ©rIzH(eF 2d) Bbr)
Aol A8, 1.8 o]akl 7é-°r = s7ksAel wls- Eoha Boh(Park et al, 2015)
9) CONS W49} ESGBN W3t #ABAIG=(partial correlation) & (-)0.01612, 10% Foasdlr 2( FHBAE Hole
Aoz et
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00l

(Table b) W7t el =

1z

(1) (2) (3) 4) (5) (6) (M (8) 9 (10) (1D (12) (13)

(1) CONS 0.1407* -0.136™* -0.046™" 0.443™" -0.152"" 0.245"" -0.048"" 0.073"™" 0.035"™" -0.185"" 0.124™* 0.242"*"
(2) ESGBN 0.018 -0.026™* -0.007 0.226™* -0.058™* 0.102"* -0.003 ~ 0.015 -0.013 ~ -0.092*** 0.100** 0.128"
(3) STEWARD -0.072*** -0.026""" 0412 0.037"* 0.012  -0.046™ 0.020" -0.050"* 0.029™" 0.014  0.136™" -0.085"
(4) INS -0.023  -0.005 0.3517* 0.029"* 0004 -0.008 0003 -0.024" 0012 0001 0.076™ -0.017"
(5) SIZE 0.128™* 0.294™* 0.032"* 0.025™ -0.351%"*  0.337""* -0.204""*  0.218"* 0.103""* -0.194™* 0.308"* 0.413"™
(6) MB -0.231"* -0.026™"  0.029"* 0.004  -0.266""" -0.005  0.316™"  0.018™ 0.138"™* 0.342"** -0.278"** -0.091""
(T) LEV 0.028" 0.107** -0.050"* -0.024™  0.249"* 0.084™ 0,147 -0.175"*  0.038"** -0.763"** 0.095™* 0.105™
(8) RDAD -0.089"* -0.018"  0.038"™* -0.003  -0.244™* 0.323"™" -0.139"™ -0.046™ 0.026™*  0.165™* -0.232"* 0.012

(9) CFO -0.003 0.021  -0.053™* -0.021"  0.219"™* -0.083"* -0.137""* -0.118"™ 0.126™  0.265™ -0.035"* 0.104™
10) GROWTH -0.019"* -0.023"  0.020" -0.001 0.044™** 0.079™* 0.005  -0.028"* 0.092"** 0.093"** -0.029"**  0.008

(11) ZSCORE ~ -0.142"** -0.058"**  0.035"** 0.023"* -0.243"**  0.428"** -0.408""* 0.270"** 0.154™* 0.047" -0.133" -0.054™
(12) AGE 0.086™* 0.115™* 0.126™ 0.059™ 0.306"™* -0.175"* 0.089"™" -0.180""* -0.013  -0.041"" -0.139"™ 0.054™

(13) BIG4 0.060"* 0.128™* -0.085"* -0.018"  0.424™* -0.092"* 0.089™ 0.003  0.107"" -0.027""* -0.077""* 0.075""
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1) W49] Hol= (Table 4) 7.
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(Table 6) ARO{=4] 3= Fol F/F0| Z2i% B4%olet $FA0l £SG

Bae| 2

e}

Dep Var.= CONS

(1) Coefficient

(2) Coefficient

(t-stat) (t-stat)
Intorcent ~0.783% ~0.147
(-2.54) (-0.48)
~0.198* ~0.293**
ESGBN (-1.75) (-2.01)
0.369°*
ESGBN * STEWARD R
~1.381*** ~1.351%**
STEWARD (-17.76) (-17.49)
0.124%** 0.089***
SIZE (7.95) (5.70)
0.018*** ~0.231%*
Mb (£3.53) (~15.70)
~0.088"** 0.004
LEV (£5.04) (0.23)
0.811* 0.515
RDAD -1.77) (1.12)
~0.495* ~0.766%*
Cro (-1.92) (12.99)
0.152* ~0.065
GROWTH (-2.40) (-1.03)
~0.065%** 0.018"
ZSCORE (£9.92) (-2.44)
0.007*** 0.006***
AGE (5.05) (4.23)
0.010 0.004
BIG4 (0.23) (0.10)
Industry FE Included Included
Year FE Included Included
Adj R? 0.086 0.106
N 10.374 10.374
(Table 6)€ ZFoIEA ZE 59 A/5.9 044 BSG 05 245 2520 719 TS 9 Ba. ()9 Bq (5 & &

AR AFE BolFa Yot

CONS, , = B, + B, ESGBN, , + B,STEWARD, + B,SIZE, , + 3, MB,, + B, LEV, , + 3, RDAD,,
+5,CFO,, + B, GROWTH, , + 3, ZSCORE, , + ,,AGE, , + 3, BIGA,,

+ By IndustryFE, , + B, Year FE, | +¢, , (Equation 4)

CONS; ; = B, + B, ESGBN, , + 3, ESGBN, ;* STEWARD, + 3, STEWARD, + 3, SIZE, , + 3, MB, ,
+B,LEV, , + B, RDAD, , + 3, CFO, , + 3, GROWTIH, , + 3,, ZSCORE, , + B, AGE,,
+ B, BIGA; , + By IndustryFE, , + B, Year FE, , +¢,, (Equation 5)

Fo] FelE (Table )& #x

o] A3/ 1% 23S 1% o 2%

o @2 A4 Felde vdehilE ik ol

tE10%, 5%. 1% FTAA $AAcE fFlFE o

%
*
*
*
*
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(Table 7) AROIEN 2= Q| H/Fo| 7|HEXAL| XZ 80l e x=F 2Fol9 R0l ESG Hite| 2

Dep Var. = CONS

(1) Before Stewardship Code (2) After Stewardship Code

Coefficient Coefficient

(t-stat) (t-stat)

Intercept 0.905 -2.611%**
(1.64) (-59.72)

-0.508** 0.060***

ESGEN (-2.30) (3.23)

0.002 0.000

1 (0.36) (0.39)
0.012 0.004*

ESGBN » INS (0.56) (1.86)
0.071* 0.137***

SIZE (2.49) (61.77)
-0.663*** 0.117***

MB (-23.16) (59.54)
-0.012 -0.008***

LEV (~0.40) (-2.77)
-1.922** 0.515***

RDAD (-2.06) (8.69)
-1.180** -0.073**

CrO (-2.57) (-1.98)
0.030 -0.031%**

GROWTH (0.26) (-3.60)

-0.054*** 0.001

ZSCORE (£3.72) (1.16)
0.007*** 0.000%**

AGE (2.73) (2.58)

0.038 0.003

BG4 (0.49) (0.43)
Industry FE Included Included
Year FE Included Included
Adj R? 0.2069 0.7226

N 5,217 5,157

(Table & SFA=Y == = /3] TRFAT ATE

2 449 ESG #9208

Womzo] 7te] B2

6)ll <3 #7184 A3 EO#TE 3

CONS, , = B, + B, ESGBN, , + B3,INS ; , + ByESGBN, *INS , ,+ (3,SIZE, , + 3, MB, , + B, LEV, ,
+B8,RDAD, , + 3, CFO, , + B,GROWTH, , + B3, ZSCORE, , + 3, AGE, ,
+ﬂ12BIG'47.J + B8, IndustryFE , , +(,, Year FE, , + ¢, , (Equation 6)

golE (Table )& =

o 3+ L/OM 1% Zﬂ}%k" 1% o' 2%

< A frelde vehlE tik el

2 10%, 5%, 1% FEAA BAA LR fAEE |
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7 1, 29 39
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1o
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A A8t A

7H 25
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ok
o
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|

A

H 7 BEAAe] A7)
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e

HAE 7]

o

A7k
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-

2 0.004%, 10% FollA

1#EAA A

€ 20164 o], 7

0]
H
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=

700

tol 7Hd3E A4

9

o

EER S EDR =0

b 93] EAAEA AT

7] o1%7] o

o

Hjj A

g

Rl
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9]

(entropy balancing)< o]-&

oju

!
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o

A+
o
of
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—_
o

2

%IE

olE 2]

| ZHA:

4Tto]

50

(Table 8)

4] Aol

E
=

JdE=Z BHA A/F 7Y

Panel A:

ESGBN=0

Variance

3.29
2.75
3.64
0.00
0.00
0.04
8.58

343.00

0.13

Mean

21.64

1.31
1.85
0.02
0.05
0.03
2.40
41.83
0.85

After Entropy Balancing

ESGBN=1

Variance

3.29
2.75
3.64
0.00
0.00
0.04
8.61

342.90

0.13

Mean

21.64

1.31
1.85
0.02
0.05
0.03
2.40
41.83

0.85

ESGBN=0

Variance

2.42
2.66
1.50
0.00
0.01
0.10
11.66

243.10

0.25

Mean

18.95

1.55
1.09
0.03
0.04
0.07
3.50
31.70

0.49

Before Entropy Balancing

1

ESGBN

Variance

3.29
2.75
3.64
0.00
0.00
0.04
8.61

342.90

0.13

Mean

21.64

1.31
1.85
0.02
0.05
0.03
2.40
41.83
0.85

Control

Variables

SIZE

MB

LEV

RDAD
CFO

GROWTH
ZSCORE
AGE

BIG4
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(Table 8) AROI=A| = T9| 0% 2l BATFolol RHmol ESG BE| 2: HEZT| WeAS 085 24 (A1)
Panel B: JEZ3] WHHS o] &3 71 29 £4
Dep Var.= CONS
(1) Before Entropy Balancing (2) After Entropy Balancing
Coefficient Coefficient
(t-stat) (t-stat)
Intercept -0.147 -9.832%** -1.881*** -2.837
(-0.48) (-6.30) (-6.49) (-1.63)
ESGBN -0.293** -0.358** -0.283*** -0.264***
(-2.01) (-2.13) (-4.92) (-4.34)
ESGBN * STEWARD 0.369* 0.436* 0.414*** 0.344***
(1.72) (1.89) (5.17) (4.45)
STEWARD -1.351*** -1.431*** -1.18*** -1.280***
(-17.49) (-10.37) (-13.03) (-12.24)
SIZE 0.089*** 0.589%** 0.151*"* 0.283***
(5.70) (9.08) (11.29) (3.52)
MB -0.231%** -0.115%** -0.291*** -0.529%**
(-15.70) (-5.07) (-17.91) (-21.65)
LEV 0.004 -0.137*** -0.018 -0.060***
(0.23) (-4.50) (-1.41) (-2.85)
RDAD 0.515 7.492%** 6.450*** 10.04***
(1.12) (7.71) (10.70) (5.15)
CFO -0.766*** -0.682** -0.309 -0.945**
(-2.99) (-2.10) (-0.97) (-2.33)
GROWTH -0.065 -0.182%* 0.739*** 0.816***
(-1.03) (-2.49) (7.64) (7.85)
ZSCORE -0.018** -0.023** -0.026*** 0.093***
(-2.44) (-1.98) (-2.76) (4.26)
AGE 0.006*** -0.003 -0.002 -0.043***
(4.23) (-0.18) (-1.41) (-4.59)
BIG4 0.004 0.160% -0.488*** -0.609***
(0.10) (1.91) (-7.76) (-5.71)
Industry FE Included Included Included Included
Year FE Included Included Included Included
Firm FE Not Included Included Not Included Included
Adj R? 0.106 0.063 0.116 0.375
N 10,374 10,374 10,374 10,374
(Table 8)& ERT] W] RS o] g3lo] ARFolusy] IE &9 o] F A0 ESG H#a} 2705 BHeyFe 1] HAE vl
£ Eq.(5)9 g3t ﬂﬂ—‘i‘rﬁ aﬂre Hol$m glth, od A& 9 Ei»l Wy A/3o] EAMSFEL Fa 2 B Aols ELOPL
glor, sid Be dERT WA A/Fo] RES o] 43 71 29 B4 AAE, JuHETRE T e Aot 2 S

= TRt Busta gk

CONS, , = (3, + 3, ESGBN, , + 3, ESGBN, * STEWARD, + 3, STEWARD, + 3, SIZE, , + 3, MB,,

+B,LEV ;,+ [, RDA
+ 0, BIGY,; , + B s IndustryFE ;  +3,, Year FE, , +E

F9 o= (Table )& Fx

T 3% %‘/3}% 1% Z23ke 1% o2 274

o e A Fol8E YeElE tit v

2 10%, 5%, 1/ Tl A BAACE s ofn
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D, +B3,CFO, , +B3,GROWTH, , + 8,,ZSCORE, , + 3, AGE, ,

(Equation 5)
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2| 1E (treatment group)= €4 ZF (control
group)°ll A wf, 8] &4 glo] F 15 F
ARFEe] Fit B A A A 9l
71 “H'r"ﬂ dekd <=l A (PSM: propensity score
%‘5H ZL%{ 54 Aol & ¢He] &

o
gtk 4 2
-

x]&]_«x] 5] s}J_x} ?sh;}
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