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Abstract 

The ESG effect on stock prices in the U.S. SP500 index is analyzed in this study for the 

period of Covid-19 from February 10th to March 27th. The major downturns in the market 

during this period are included in the study. Based on the literature, the study is formalized 

into the hypothesis that firms with high-ESG rankings would perform better in this period 

than low-ESG and therefore provide abnormal returns. The 500 firms in the U.S. S&P 500 

index are divided into groups of both high-ESG firms that have an ESGC (ESG combined) 

score of A-B and  low-ESG firms that have an ESGC of C-D. There are 280 high-ESG 

firms and 217 low-ESG firms. The ESG scores used in the study are from Thomson 

Reuters. The Fama and French three-factor model is used to examine the hypothesis, and an 

event study approach is used. It is not a typical event study with explicit event dates 

defined. There are seven event windows defined from February 10th to March 27th. The 

major finding is that there is no indication that high-ESG firms performed better during the 

Covid-19 period. There is only a statistical significance on one event window, between 

high-ESG and low-ESG, and on that event window, low-ESG firms outperform high-ESG 

firms. The limitations include that there have not been any robustness checks. It can be 

beneficial to examine the S&P500 index with ESG ratings from another agency like MSCI 

and/or Sustainalytics, and to check between industries. It could also be beneficial to 

perform the study again with another market model like the Carhart four factor model or 

the five factor Fama French model to limit the effect of the marked model.  

 

Keywords: Abnormal returns, Corporate finance, Covid-19, ESG rankings, Fama and 

French three-factor model, Stock returns.   
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1.  Introduction 

In recent years, extensive research has been done on the difference between ESG funds and 

conventional funds but not a lot on the effect ESG has in crisis times and certainly not in 

the recent Covid-19 pandemic. Since the ongoing Covid-19 started late 2019, limited 

research has been conducted and published on the effect of ESG on stock returns. This 

study is done because of lack thereof. 

 

The purpose of the study is to examine if high-ESG firms provide better stock performance 

than low-ESG firms during the COVID-19 pandemic. The methodology used in the study, 

is the event study approach, which is used in the literature, so this study adds to the body of 

prior studies on the effects on ESG on stock price reactions but deviates in a few ways. 

Firstly, limited research has been conducted as the topic is so current. Secondly, it includes 

only companies in the U.S. S&P 500 index as that is considered the market benchmark. 

Thirdly, it studies companies within an index and not mutual funds since most studies in 

this field are done by researching mutual funds and not stocks within an index. 

 

The research question is relevant because the disruptions caused by the Covid-19 virus are 

unprecedented. Economic activity has been dropping sharply due to the world’s population 

being isolated in their homes, current conditions clearly constitute a crisis. The effects on 

markets have been substantial and managing risk means confronting the fact that extreme 

events, like the Covid-19 pandemic, can and do happen. By using research around the risk 

management lessons learned from these past crises one can discover insights that will help 

to improve risk management in the future. Institutional investors like pension funds, 

corporates, individual investors, investment professionals and financial advisors might have 

interest in knowing if firms with a higher ESG score perform better than firms with a lower 

ESG score in a crisis.   

 

The Covid-19 crisis shares certain elements from a market perspective with other crises in 

recent memory: uncertainty, contraction of liquidity, rising volatility, declining valuations, 

and the flight to safety. Although ESG has been researched a lot since the 1970s it hasn’t 
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been researched in relation to past crises which can help navigate the uncertainty and gain 

insight into how investment professionals can react and adjust in crisis environments 

(Friede, et al., 2015). 

 

There are a few different terminologies within the responsible investing universe. First, 

there is the socially responsible investing (SRI) which is defined as when investors use 

negative screening according to defined ethical guidelines when building their portfolios 

and avoid investments in certain stocks or industries. 

Secondly, there is impact investing, which is the method when investors invest in projects 

or companies to constitute a change, either socially or environmentally.  

Thirdly, there is environmental, social and governance (ESG) investing, which is the 

method when investors integrate ESG factors into fundamental investment analysis to the 

extent that they are material to investment performance.  

SRI and impact investing are therefore used in funding to express institutional values or 

advance the institution’s mission when the ESG investing aims to improve investment 

performance (Caplan et al., 2013). In this thesis, studies with regards to ESG and SRI will 

be looked upon, but not studies that relate to impact investing.  

 

The thesis is structured as follows. The first chapter is the introduction, and the second 

chapter discusses the related literature which has three segments. The first segment is about 

the difference between stock performance during non-crisis times. The second segment is 

about the difference in stock performance during crisis times. The third segment is about 

the difference between stock performance during Covid-19. The third chapter reports the 

hypothesis. The fourth chapter discusses the data and methodology. The fifth chapter 

reports the results and discussion, and the sixth chapter concludes the paper.  

 

Singh (2020) points out that the COVID-19 pandemic is the first of its kind, economic 

implications stemming from a global health crisis largely caused by operational, and 

behavioral changes, due to travel-related restrictions and lockdowns. The pandemic is 

expected to cause a major setback to the cash flow position of firms and future progress 

depends on how quickly consumer and business sentiments could restore to the levels seen 

before the pandemic and upon the availability of a vaccine. Since we cannot know, when or 
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if, a vaccine will be publicly available it is therefore unknown what kind of long-term 

impact the pandemic will have on various structures of economic, political, and social 

sectors. 

 

Investment strategies and the focus on ESG investing has been growing a lot lately in 

demand, and portfolios with an ESG focus, exceeded US$30 trillion, in major markets, and 

are getting mainstream interest among asset managers. Investors care about ESG investing 

because they are actively promoted as enhancing the performance of a managed portfolio, 

and it is increasingly considered to increase returns, and reduce portfolio risk (Broadstock 

et al., 2020). 
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2. Related Literature 

2.1 Difference in stock performance during non-crisis times 

Funds have been researched a lot more in the literature than stocks or indexes. In one part 

of the literature there is a line of research that says that investors pay a price for investing in 

socially responsible investment funds (SRI) and Renneboog et al., (2008) is probably the 

most cited article in that area. Many funds in the US, UK and in many continental 

European and Asia-Pacific countries underperform their domestic benchmarks by -2.2% to 

6.5%. The risk-adjusted returns of SRI funds are not statistically different from the 

performance of conventional funds except for France, Japan, and Sweden (Nofsinger and 

Varma, 2014). 

 

Adler and Kritzman, (2008) find that SRI funds add extra costs because they exclude some 

attractive firms from their portfolios and therefore due to self-imposed restrictions you 

would be giving up returns. One article estimated that the cost of SRI would be giving up 

somewhere between 0.17% and 2.4% return per year due to the self-imposed restrictions. 

 

Renneboog et al., (2008) defines SRI “as an investment process based on the selection of 

companies with a high corporate social responsibility (CSR) profile as evaluated on the 

basis of environmental, social and corporate governance (ESG) criteria.” It is widely 

debated if it is achievable to increase investors’ net worth through higher performance of 

SRI investments. This investment style has been increasing in popularity, but researchers 

do not agree if it is a financial sacrifice or not (Barnett and Salomon, 2006; Bauer et al., 

2005; Renneboog et al., 2008)(Burchi, 2019). 

 

Burchi (2019) looks at it in the way that there are fewer options in the investable universe 

and therefore, a reduction of the investable universe so the difference in performance is 

mainly because of the reduced number of investment opportunities rather than the intrinsic 

characteristics of the socially responsible stocks. However, companies that are more careful 

in adopting CSR (corporate social responsibility) criteria exhibit better asymmetric risk 
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behavior than other securities, making SRI a valid solution when the aim is to contain risk, 

and therefore, earn a higher ESG rating. 

 

Mollet and Ziegler (2014) found that SRI stocks provide insignificant abnormal returns, 

and therefore SRI stocks are correctly priced by market participants. They show that SRI is 

associated with large-sized firms, for the US and the European stock markets. They use 

Morgan Stanley Capital International (MSCI) World Index, and consider a trading strategy 

of buying stocks of MSCI firms that are sector leaders, in terms of sustainability 

performance, and selling stocks of MSCI firms that are not sector leaders. 

 

The more recent and common theme in the literature is that ESG funds are outperforming 

the market. Benhamou et al. (2020) found that ESG funds are outperforming the market by 

at least 4.5% with reinvested dividends. The top performing funds focus on technology and 

finance services, which have historically been low-emission sectors.  

 

Revelli (2017) found that SRI can be seen as a form of risk reduction. A high ESG score 

can indicate that the firm has taken steps to mitigate ESG risk, and any decrease in firm risk 

should result in an increased value.  

 

Nofsinger and Varma (2014) argue that managing the downside risks, becomes a higher 

priority for investors during periods of market crises. They state that both Glode (2011) and 

Moskowitz (2020) analyzed that investors could use actively managed mutual funds during 

poor economic states although they tend to underperform unconditionally. 

 

Blank (n.d) found that ESG is a pricing factor in the US stock market. It is possible to 

create a portfolio of stocks based on their ESG scores and improve the explanatory power 

on ESG as a pricing factor. An investor is decreasing ESG risks in the future by acting to 

increase ESG and therefore lowering overall risk. Firms with weak financial performance 

are less likely to engage in socially responsible behaviors according to the slack-resources 

hypothesis and when firms are meeting the requirement of significant stakeholders (not just 

financial stakeholders) they will encourage greater business loyalty and ultimately higher 

financial returns according to the good management hypothesis. On the other hand, SRI 
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factors can also drive systematic underperformance since SRI portfolios have reduced the 

number of investment portfolios and therefore lack diversification. Another reason is if 

investors consciously choose to have a lower return to do good which can lead to agency 

problems as managers emphasize financial return in easy times and placate stakeholders 

with CSR initiatives during hard times. If managers divert the firm’s resources from the 

firm’s primary activities, then CSR can hurt returns as the Trade-Off theory states. The 

third possible outcome is if there will be no effect and SRI will not reveal any relationship 

between financial performance and propensity to CSR.  

 

Clark et al., (2015) reviewed over 200 existing studies in 2015 and found that 90% of the 

studies report better operational performance, which ultimately translates into cashflows. 

They also found out that 80% of the studies had a positive association between ESG 

measures and stock performance. However, according to OOi & Lajbcygier (2012) this 

finding has not been universal with some research finding that sin portfolios outperform 

SRI economically and statistically. 

 

Friede, Busch, and Bassen, (2015) researched more than 2000 empirical studies since the 

1970s to find a relationship between the environmental, social and governance (ESG) 

criteria and corporate financial performance (CFP). Over 90% of studies find that ESG 

impacts positively on CFP and is stable over time.  

 

Companies that perform better financially receive higher CSP ratings, regardless of their 

true underlying CSP according to Orlitzky et al., (2003) and the causation between CSP 

and CFP is that financially successful companies spend more because they can afford it, but 

CSP also helps them become more successful.  
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2.2. Difference in stock performance during crisis times 

Research is limited on whether the ESG approach outperform during times of crisis but 

there are some studies that have been performed on the 2008-09 global financial crisis. 

Firstly, it is worth to mention the study done by Nofsinger and Varma in 2014. They found 

that companies that focus on SRI and ESG are less likely to suffer negative events during 

both bull and bear market periods. Their reasoning is that companies with strong 

environmentally green programs are less likely to suffer from disastrous pollution events 

and firms with high social concerns are less likely to undergo employee-related lawsuits. 

They suffer less from legal prosecutions and fines and enjoy more stable relations with 

communities and governments. 

 

Nofsinger and Varma (2014) found that socially responsible mutual funds outperform 

during periods of market crises and underperform during non-crisis periods compared to 

matched conventional mutual funds. These socially responsible mutual funds focus on 

positive screening on environmental, social and governance and the asymmetric returns are 

because of the ESG screening and not because of differences in fund portfolio management 

or the characteristics of the companies in fund portfolios. Nofsinger and Varma (2014) 

think that investors are more likely to choose a portfolio with asymmetric performance 

because the gain in utility for doing better in falling markets is larger than the loss in utility 

for underperforming in rising markets. 

 

Investors tend to keep their sustainable stocks even though the market is in a clear 

downturn. Dooren and Galema (2018) found that sustainable companies traded 

significantly less during the crash despite the sharp risk increase due to the crash. Their 

results indicate that the disposition effect (the tendency to sell appreciated stocks (winners) 

too early and to hold depreciated stocks (losers) too long) has been proven to hold 

particularly for sustainable investments. This finding relates to Kahneman’s and Tversky 

(1979,2012) prospect theory that explains that individuals make decisions based on 

perceived gains instead of perceived loss. The prospect theory is also known as the “loss-

aversion” theory because it is explained as when individuals are making a choice between 
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two equal choices with one presented with potential gains and the other with potential loss 

the outcome is that individuals will choose the option with potential gains. 

 

U.S. banks’ financial performance during the Great Recession is positively related to their 

ESG score according to Cornett et al. (2016) and their ROE is positively and significantly 

related to CSR scores so banks in general appear to be rewarded for being socially 

responsible. On the other hand, U.S. non-financial firms with high ES (environmental, 

social) ratings had better financial performance than other firms during the same time 

according to Lins, Servaes, and Tamayo (2017). 

 

Lins, Servaes and Tamayo provided evidence in 2017 that firms with high CSR ratings 

outperform firms with low CSR ratings during the 2008-2009 financial crisis by at least 

four percentage points, after controlling for a variety of firm characteristics and risk factors. 

They also found that there is no difference in stock return performance between high- and 

low-CSR firms during the recovery period after the crisis. They think that their results 

suggest that the building of firm-specific social capital can be thought of as an insurance 

policy that pays off when investors and the overall economy face a severe crisis of 

confidence. Their results were also that there is no difference in stock returns after the crisis 

which suggests that increased CSR activities matters predominantly in periods when trust 

in corporations has eroded, and that during normal times any benefits of social capital are 

already embedded in a firm’s share price.  

 

Firms with high ES ratings are less exposed to systemic risks and are more resilient to 

aggregate shocks based on their ROA (Return on Assets) levels which are less related to 

GDP growth according to Albuquerque, Koskinen and Zhang (2018). The authors argue 

that this effect is driven by the more loyal customer base resulting in a less elastic product 

demand.  

 

At last, it is worth to mention that, liquidity supplying institutions reduce participation in 

risky assets during the peak of 2008 financial crisis and slowly increase their participation 

in risky assets after the crisis-peak over a period of several months according to Anand et 

al. (2013).  
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2.3 Difference in stock performance during Covid-19  

Baig et al. (2020) investigate the impact of COVID-19 on the United States (US) equity 

markets and find that it increases market illiquidity and volatility. The restrictions and 

lockdowns contribute to the deterioration of liquidity and stability of markets.  

 

Zhang et al. (2020) research the general patterns of country-specific risks and systemic 

risks in the global financial markets. They analyze the US’ decision to implement a zero-

percent interest rate and unlimited quantitative easing (QE), and find that both financial 

market risk and uncertainty increase following the outbreak of COVID-19. 

 

Bash (2020) studied the effect of the first registered case of COVID-19 for 30 stock market 

indices using an event study approach. His results show that there is a downwards trend in 

cumulative abnormal returns for all indices, indicating that there is a negative effect of 

COVID-19 on index returns.  

 

ESG ratings, do not influence stock returns, according to Takahashi and Yamada (2020) but 

they find evidence, of a non-linear relation between the level of investment, by ESG 

oriented funds in Japan, and stock performance. The number of infected were lower in 

Japan than in other countries, nevertheless, Japan’s stock market experienced a decline, 

almost as severe as the US stock market experienced. They find that firms with China and 

US exposure had worse stock returns than firms without the exposure.  

 

There are a few studies that have come out recently that investigate if sustainability ratings 

reflect stock-inherent uncertainty. Mahmoud and Meyer (2020) showed that high-ESG 

firms experience significantly lower levels of downside risk, based on maximum 

drawdown. The authors do not find strong ESG performers to operationally outperform in 

the first quarter of 2020, based on reported ROA and therefore conclude that ESG and 

returns in general do not link in the period of analysis, as the effect disappears during 

recovery.  
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Baker et al. (2020) showed that the COVID-19 pandemic has had the greatest stock market 

impact of all pandemics, with the Spanish Flu of 1918-1919, the influenza pandemic of 

1957-58, having a mild effect on the U.S. stock market. The 1968 pandemic left no 

apparent trace. They researched 1,100 next-day newspaper articles, from 1900 to 2019, for 

daily stock market moves (up or down), greater than 2.5%, and their results show, that not 

one of them attributed to infectious disease outbreaks, or pandemic-related developments. 

That is not the case for this year, as in from February 20 to April 2020, newspapers 

attribute two dozen such jumps to coronavirus-related developments. 

 

 

Figure 1: Baker et al. (2020). 

Mazur, Dang and Vega (2020) put forth that the collapse of stock prices, in March 2020, is 

one of the biggest stock market crashes in history. They identify industries that perform 

abnormally well, during the March 2020 stock market crash, and they are healthcare, food, 

natural gas, and software sectors. Moreover, the sectors that performed poorly, losing more 

than 70% of their market capitalizations, were entertainment, crude petroleum, real estate, 
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and hospitality sectors. In four days, the market fell 26%, as measured by DJIA caused by 

the government’s response to the COVID-19 pandemic. As for economic numbers, the 

unemployment rate rose to above 20%, and the US GDP decreased 4.8%, in the first 

quarter of 2020 (Mazur, Dang and Vega, 2020).  

 

The COVID-19 period showed that, for the USA and 7 other countries, a sharp increase in 

systematic risk (the market risk), can spread individual issues to the interconnected 

financial institutions and result in an overall heating-up of the financial system. The sample 

countries exhibit flattened risk curves, by the end of April 2020, which may be attributed to 

policy responses according to Rizwan, Ahmand and Ashraf (2020). 

 

Ashraf (2020) analyzed the expected economic impact, various government policies had on 

the stock market returns, for the period of January 22 to April 17, 2020. Using data from 77 

countries he found a direct negative reaction when the government announced social 

distancing measures however a decline in confirmed COVID-19 cases had an indirect 

positive effect. When governments announce quarantining policies, testing, income support 

packages and public awareness programs, result in a positive effect on stock market returns. 

 

The worst hit countries both in terms of reported cases and deaths experienced a decline in 

their stock returns with all of them recording negative stock returns, except Australia which 

already suffered from negative stock returns because of wild fire disrupting economic 

activities around the country (Salisu and Vo, 2020).  

 

Singh (2020) examines the return spillover effects across the three different long-short 

portfolio indices during the COVID-19 pandemic and finds that investors favor ESG 

portfolio during crisis periods and find refuge in the ESG approach as it focuses on the 

long-run sustainability of firms. He examined the three different safer investment strategies 

which are expected to outperform the market during crisis periods due to their relative safe 

stance. These investment strategies are defensive based portfolios, ESG (environmental, 

social and governance) and EAFE (stocks from Europe, Australasia, and the Far East). His 

ESG investment strategy was 150% long in the top 100 ESG-based stocks and a short 

position in the bottom 100 ESG-based stocks in the US. His results show that the relative 
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outperformance of the ESG approach stems from the fact that investors fly away from the 

other two strategies to invest in the ESG portfolio. The ESG approach focuses on the long-

run sustainability of firms and therefore investors find refuge in the ESG approach and run 

to safety. 

 

It has been documented in the literature that the ESG approach outperforms during an 

uncertain environment Nofsinger and Varma (2014), Bertrand and Lapointe (2015), Lesser 

et al. (2016) and Lins et al. (2017). It has been stated in the literature that investors become 

more attentive to corporate fundamentals during an economic slowdown.  

 

Bertrand and Lapointe (2015) examine the impact of using an SRI universe on performance 

of four risk-based allocations and find that the SRI universe has a positive contribution to 

risk-adjusted performance of risk-based allocations.  

 

Lesser et al. (2016) examined more than 200 internationally-investing sustainably screened 

funds to find that green and socially responsible funds underperform in non-crisis markets, 

while faith-based funds perform similar to the market and their conventional peers during 

any market regime. Their results show that screening activity impacts considerably on the 

financial performance of socially responsible, green, and faith-based funds.  

 

Broadstock et al. (2020) examine the role of ESG performance during the COVID-19 

global pandemic on China’s CSI300 benchmark index where research is lacking and ESG 

investing is at an early stage of maturity. Institutional investors play an important role in 

influencing ESG investment practices in the developed markets, promoting ESG 

performance within their managed portfolios and challenging companies on their ESG 

performance. Institutional investors in China remain relatively few and retail investors hold 

the most investment activity. The demand for ESG products remains weak in China. They 

illustrate that ESG factors are priced in some fashion during the COVID-19 pandemic, 

using an event study. They report the trading volume of CSI300 stocks before and during 

the COVID-19 pandemic period and show that trading activity intensified in the pandemic 

period, both in value of trades and in terms of volume. They decomposed the sample into 

high-ESG and low-ESG firms, and high-ESG were more resilient during the pandemic 
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period. Investors of high-ESG seemed more patient, and did not sell their shares, to avoid 

losses, during the turbulent market.  

 

Goodell and Huynh (2020) examined the impact on U.S. stock prices of news stories about 

accusations that several Congress members traded ahead of private material information 

about COVID-19. They identify 49 industrial sectors that have particularly strong negative 

abnormal returns on the period December 9,2019 – February 28, 2020. These industries 

were restaurants, hotels and motels, construction, entertainment, aircraft, utilities, 

transportation, and coal. The tobacco industry had a strong positive abnormal return.  

 

Ramelli and Wagner (2020) examined market reactions to the 2019 novel COVID-19 and 

find that internationally oriented firms, especially those more exposed to trade with China, 

underperformed initially but as the virus spread to Europe and the United States, corporate 

debt and cash holdings emerged as important value drivers, even after the Fed intervened in 

the bond market. They find that increase in leverage and a decrease in cash holding is 

associated with lower cumulative returns which indicates that investors prefer to choose a 

less risky investment strategy by focusing on less indebted companies during crisis times.   
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3. Hypothesis 

Benhamou et al. (2020) found that ESG funds are outperforming the market by at least 

4.5% and Revelli (2017) found that SRI can be a form of risk reduction.  

Nofsinger and Varma (2014) argue that companies that focus on SRI and ESG are less 

likely to suffer negative events during both bull and bear market periods. They also found 

out that socially responsible mutual funds outperform during periods of market crises and 

underperform during non-crisis periods compared to matched conventional mutual funds.  

 

Blank (n.d.) argues that an investor is decreasing ESG risks in the future by acting to 

increase ESG and therefore lowering overall risk. Clark et al., (2015) reviewed over 200 

existing studies in 2015 and found that 80%  of the studies had a positive association 

between ESG measures and stock performance. Friede et al., (2015) researched more than 

2000 empirical studies since the 1970s and finds that ESG impacts positively on CFP and is 

stable over time.   

 

Dooren and Galema (2018) found that investors tend to keep their stocks even though the 

market is in a clear downturn and Cornett et al. (2016) found that ESG scores positively 

affect the U.S. banks‘ financial performance during the Great Recession. Lins et al. (2017) 

provide evidence that firms with high CSR ratings outperform firms with lower CRS 

ratings during the 2008-2009 financial crisis by at least four percentage points, after 

controlling for a variety of firm characteristics and risk factors.  

 

Albuquerque et al. (2018) find that firms with high ES ratings are less exposed to systemic 

risks and are more resilient to aggregate shocks based on their ROA (Return on Assets) 

levels, driven by the more loyal customer base resulting in a less elastic product demand. 

Singh‘s (2020) results show that investors favor ESG portfolio during crisis periods and 

find refuge in the ESG approach as it focuses on the long-run sustainability of firms.  
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Bertrand and Lapointe (2015) find that the SRI universe has a positive contribution to risk-

adjusted performance of risk-based allocations and Broadstock et al. (2020) examine the 

role of ESG performance during the COVID-19 and find that high-ESG firms were more 

resilient during the pandemic period. Investors of high-ESG seemed more patient, and did 

not sell their shares, to avoid losses, during the turbulent market.  

 

At last, in the larger strand of the literature there has been evidence that high ESG firms 

perform better than firms with lower ESG ratings so the hypothesis which is stated in this 

study is that firms with high ESG ratings perform better than firms with lower ESG ratings 

during the COVID-19 pandemic. 
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4. Data and Methodology 

4.1 Methodological approach 

An event-study approach is applied to analyze if ESG rankings affect stock returns in the 

U.S. S&P 500 index during COVID-19 pandemic. It is not a typical event-study as there 

are no event dates defined and it is more of an event study approach as the methods used 

are from the event study methodology. The purpose of the study is to examine event 

windows, rather than explicit event days, and to do that, seven event windows are defined, 

from February 10th, 2020 to March 27th, 2020. The estimation period is the first six 

months of 2019, from January 1st to June 30th. 

 

The study relies on the Fama-French three-factor model to examine if ESG rankings affect 

stock returns in the U.S. S&P 500 index during COVID-19 pandemic. First, the S&P 500 

stock returns data and the ESG scores were accessed from Thomson Reuters and examined 

for errors or lack of data. Then the Fama French daily data factors were downloaded, and 

returns were calculated. The daily returns calculated from the closing stock prices are used, 

in percentage to accustom to the Fama French daily factors. Then the daily returns were 

distracted from the risk-free rate from the Fama French risk-free data factors. A regression 

analysis is then performed for the stock price of the 497 firms using the daily returns of 

each stock during the estimation period and the corresponding Fama and French’s factors 

for each trading date within the estimation period. The estimation period used to calculate 

the alphas and the three betas for the different factors of the FF-model, is defined as 

January 1st to June 30th, 2019. The LINEST function in Excel is used to calculate alpha and 

the three betas for HML (high minus low), SMB (small minus big) and Mkt-rf (market 

premium – risk free rate). They are assumed constant during the respective event window. 

The expected return of each stock during the event window is calculated with the Fama and 

French’s three-factor model (Fama & French, 1993). The formula is as stated below:  

 

𝑟 = 𝑟𝑓 + 𝑎𝑙𝑝ℎ𝑎 + 𝐻𝑀𝐿 ∗ 𝛽1 + 𝑆𝑀𝐵 ∗ 𝛽2 + (𝑀𝑘𝑡 − 𝑟𝑓) ∗ 𝛽3 
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where the historic excess return of small-cap companies over large cap companies are 

called SMB (“Small Minus Big”) and HML (“High Minus Low”) is the historic excess 

returns of value stocks (high book-to-price ratio) over growth stocks (low book-to-price 

ratio). Alpha is the constant and the three betas are the coefficients for each FF-factor (the 

market factor, the SMB factor and the HML factor) (Fama & French, 1993).  

 

Abnormal returns are calculated daily, for the whole U.S. S&P500 index, in the period of 

February 10th to March 27th, with the formula as stated below: 

 

𝐴𝑏𝑛𝑜𝑟𝑚𝑎𝑙 𝑅𝑒𝑡𝑢𝑟𝑛𝑠 = 𝐴𝑐𝑡𝑢𝑎𝑙 𝑅𝑒𝑡𝑢𝑟𝑛𝑠 − 𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑅𝑒𝑡𝑢𝑟𝑛𝑠 

 

To measure the cumulative abnormal returns, the estimates of the abnormal returns are 

summed across every event window for each company within the U.S. S&P500 index. The 

formula for cumulative abnormal returns, or CAR, is as follows:  

 

𝐶𝑢𝑚𝑢𝑙𝑎𝑡𝑖𝑣𝑒 𝑎𝑏𝑛𝑜𝑟𝑚𝑎𝑙 𝑟𝑒𝑡𝑢𝑟𝑛𝑠 =  ∑ 𝐴𝑏𝑛𝑜𝑟𝑚𝑎𝑙 𝑟𝑒𝑡𝑢𝑟𝑛𝑠 

 

The cumulative abnormal return is calculated for every event window. The event windows 

are seven in total.  

 

The firms are divided into two groups, high-ESG firms and low-ESG firms. 

Descriptive statistics, as in mean, median, skewness and kurtosis, are calculated for the full 

sample, high-ESG and low-ESG firms, for both abnormal returns and cumulative abnormal 

returns. The sample size is counted and there are 280 high-ESG firms and 217 low-ESG 

firms. A t-test in excel is used, to test the null hypothesis, that the daily average abnormal 

return and the cumulative abnormal return, for every event window, are significantly 

different from zero (H0 = AAR = 0 and H0 = CAAR = 0). That is to see whether the events 

had a significant impact on the daily average stock returns or if it happened by chance. 

The full sample, high-ESG and low-ESG are tested against zero within each event window. 

The high-ESG firms are tested against low-ESG firms within each event window.  

The results are reported at three different significant levels: 1%***, 5%** and 10%*.  
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4.2 Data 

The study relied on continuously compounded monthly stock returns that are adjusted for 

stock splits and cash dividend payment. Return data for the firms stem from Thomson 

Reuters Datastream and the data collected was for the U.S. S&P 500 Index. The risk factors 

and the risk-free interest rates for the US stock market were downloaded from the website 

of Kenneth French1. The Fama French factors for the three-factor model were also collected 

from the Data Library on Kenneth French’s website. 

4.3 Events 

The S&P 500 peaked on February 19, 2020 and two days later on Friday, February 21, 

several municipalities in Northern Italy entered lockdown, and the subsequent decline in 

the S&P 500 accelerated. There was a panic selling on March 9, 12, 16 and 23 which led to 

the cumulative 26% percent drop of DJIA (Anand, Puckett, Irvine, and Veknataraman, 

2013). The S&P 500 fell from February 18th to March 23 by -34.98%. The closing price of 

February 18th was 3,370 and the closing price of March 23rd was 2,191. As the method for 

this research is an event study approach, and not a typical event study, no event dates are 

defined and only event windows are defined:  

 

Event window 1: February 10-14th 2020 

Event window 2: February 18-21st 2020 

Event window 3: February 24-28th 2020 

Event window 4: March 2-6th 2020 

Event window 5: March 9-13th 2020 

Event window 6: March 16-20th 2020 

Event window 7: March 23-27th 2020 

 

 
1 Downloadable here: http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html 

http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
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Event window 1: The S&P 500 rose to record highs on Monday 10th (3,352.09) and on 

Thursday 11th (3,357.75). On Wednesday 12th the S&P 500 closed at 3,379.45 to new 

record highs and on Friday 14th it closed at 3,380.16. All in all, this week was the calm 

before the storm. 

 

Event window 2: The S&P 500 closed on February 18th at 3,370.29. On February 19th it 

closed up at 3,386.15 and on February 20th it closed down at 3,373.23. On February 21st it 

closed down at 3,337.75 which marks the beginning of the surge. On that day China 

updated their confirmed cases of infections upward after counting cases in the province’s 

prison system. South Korea reported its first death from Covid-19 and confirmed 53 new 

cases of the pandemic in a single day. The tech giants like Microsoft Corporation (MSFT), 

Apple Inc (AAPL), and Intel Corporation (INTC) fell more than 1% as these companies 

have high exposure to Chinese and South Korean manufacturing (Yahoo Finance). 

 

Event window 3: On Monday 24th of February, the S&P 500 went down to 3,225.89. It 

closed down for all of the days this week and on Friday 28th of February it closed on 

2,954.22.  

 

Event window 4: On Monday end of March it closed up at 3,090, then down at 3,003.37, up 

the next day at 3,130.12 and down the next day at 3,023.94 and finally on Friday it closed 

down at 2,972.37.  

 

Event window 5: On March 9th, the S&P 500 closed down at 2,746.56, then up at 2,882.23 

the day after. It fell at 2,741.38 on March 11th and again down at 2,480.64 on March 12th. 

It went up at 2,711.02 on March 13th.  

 

Event window 6: On March 16th it went down at 2,386.13, up at 2,529.19 the next day and 

down at 2,398.10 on March 18th. It went up at 2,409.39 the day after and then down at 

2,304.92 on Friday March 20th.  
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Event window 7: On March 23, the S&P 500 closed down at 2,237.40 , up at 2,447.33 on 

March 24th and again up at 2,475.56 on March 25th. It went up at 2,630.07 on March 26th 

and then down at 2,541.47 on Friday March 27th.  

 

The first jump down was on February 18th - 28th and then there was panic selling from 

March 9-23. Its lowest point was at 2,237.40 on March 23rd and recovered a bit in the 

following days. 

4.4 ESG scores 

ESG scores are from Thomson Reuters Eikon Datastream. Thomson Reuters ESG scores 

are divided into 10 main themes (emissions, environmental product innovation, human 

rights, shareholders, etc.) based on company-reported data. They also provide an overall 

ESG combined score which is discounted for significant ESG controversies impacting the 

firms they cover. They have available ratings on over 7,000 companies globally (2,900 

within North America) with time series data going back to 2002. Comparability, data 

availability, and industry relevance are the main considerations for measuring the ESG 

score and Thomson Reuters calculates over 400 company level ESG measures and selects 

178 most relevant fields for the overall assessment and scoring process. The ESG combined 

score, (ESGC Score) discounts the ESG performance score based on negative media 

stories. The ESG score can be equal to the ESGC score if firms were not involved in ESG 

controversies but if they were involved then the ESGC is calculated as the weighted 

average of the ESG scores and ESG Controversies score per fiscal period. The 

Controversies Score is calculated based on 23 ESG controversy topics and if a scandal 

occurs, the company involved is penalized and it will affect their overall ESG Combined 

Score and grading (Thomson Reuters, 2018). The ESGC score is used in the study. There 

were 507 companies listed in the S&P 500 and four companies do not have ESG scores so 

there were 504 companies in the dataset. They are Carrier Global Corp. (CARR.N), Otis 

Worldwide Corp. (OTIS.N), Corteva Inc. (CTVA.N), and Dupont De Nemours Inc. 

(DD.N), so they are taken out of the data set. The highest scoring firm in the S&P 500 is 

GAP Inc. (GPS.N) with a score of 88,60 or an A and the lowest scoring firm is Global 

Payments (GPN.N) with a score of 13,83 or a D. The scores are given from 0 to 100 or A+ 
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to D. The author groups the firms together depending on whether they have a high ESGC 

score or a low score and analyzes which firms performed better during the Covid-19 period 

(Thomson Reuters). High ESG firms are considered to have scores between A-B and low 

ESG firms are considered to have scores between C-D. 

 

The companies were 505 in total in the data. There are a few companies that were excluded 

because they did not have stock prices for all of the dates in the time period, either in the 

estimation window or the event window. There were 7 companies excluded because of lack 

of stock price data and they were Amcor, Carrier Global, Corteva, Dow Ord Shs, Fox B, 

Fox A and Otis Worldwide Corp. Hologic was excluded because it did not have an ESGC 

score so there were 8 companies excluded in total which led to 497 companies being 

included, in the study.  

 

The trading days were 391 in Fama French factors, but 377 data points for the stock 

returns. It is due to the holidays that the 14 days were excluded. There were 5 holidays in 

2020 and 9 in 2019. The trading days excluded in 2020 were New Year’s Day (January 1), 

Martin Luther King Jr. Day (January 20), President’s Day (February 17), Good Friday 

(April 10) and Memorial Day (May 25). The days excluded in 2019 were New Year’s Day 

(January 1), Martin Luther King Jr. Day (January 21), President’s Day (February 18), Good 

Friday (April 19), Memorial Day (May 27), Independence Day (July 4), Labor Day 

(September 2), Thanksgiving day (November 28) and Christmas Day (December 25). 
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5. Results and Discussion  

 

Table 1: Descriptive statistics for abnormal returns, both high-ESG firms and low-ESG firms for all event windows. 

Table 1 shows the descriptive statistics for both high-ESG firms and low-ESG firms for all 

event windows. The total days on the event windows are 34. It shows that high-ESG firms 

perform better on 20 trading days but low-ESG firms perform better on 12 trading days. 

They were equal on 2 days. There were 17 trading days where both high-ESG and low-

ESG had negative returns, 8 trading days where they both had positive returns and 8 trading 

days where they had mixed results, either positive or negative.  

Abnormal returns

Mean Median Skewness Kurtosis Mean Median Skewness Kurtosis

EW:1 2020-02-10 -0.13 -0.07 -0.67 1.74 -0.23 -0.18 -0.18 6.77

2020-02-11 0.16 0.21 -2.80 40.11 0.14 0.28 0.28 34.51

2020-02-12 0.10 0.07 0.42 3.33 -0.05 -0.04 -0.04 5.32

2020-02-13 -0.10 0.02 -0.68 7.55 -0.04 0.06 0.06 4.36

2020-02-14 -0.02 -0.03 -0.59 6.26 0.03 0.05 0.05 25.74

EW:2 2020-02-18 -0.11 -0.18 0.59 6.63 -0.11 -0.23 -0.23 8.54

2020-02-19 -0.43 -0.43 0.10 7.23 -0.13 -0.16 -0.16 0.97

2020-02-20 0.26 0.21 6.67 83.67 0.06 0.08 0.08 43.65

2020-02-21 0.05 0.10 -1.58 15.19 0.05 0.08 0.08 2.24

EW:3 2020-02-24 0.04 -0.07 0.95 4.19 -0.05 -0.07 -0.07 2.83

2020-02-25 -0.57 -0.47 -0.10 1.01 -0.38 -0.48 -0.48 4.36

2020-02-26 -0.42 -0.47 0.18 3.38 -0.59 -0.55 -0.55 6.99

2020-02-27 -0.08 0.03 0.26 1.62 -0.14 0.03 0.03 2.26

2020-02-28 -0.56 -0.74 -0.01 1.74 -0.54 -0.85 -0.85 1.84

EW:4 2020-03-02 0.17 0.19 -0.02 -0.64 -0.14 -0.23 -0.23 -0.09

2020-03-03 -0.11 -0.20 -1.18 8.70 -0.06 -0.13 -0.13 11.46

2020-03-04 0.44 0.29 0.34 1.10 0.03 -0.25 -0.25 1.54

2020-03-05 -0.41 -0.47 0.09 3.02 -0.55 -0.61 -0.61 3.11

2020-03-06 -0.33 -0.38 -0.31 4.09 -0.46 -0.12 -0.12 3.88

EW:5 2020-03-09 -0.49 -0.32 -0.97 5.15 -1.75 -0.94 -0.94 8.31

2020-03-10 0.51 0.15 0.59 2.71 0.77 0.37 0.37 0.87

2020-03-11 -0.61 -0.53 -0.24 1.43 -0.79 -0.24 -0.24 2.90

2020-03-12 -1.42 -0.81 -0.49 1.85 -0.99 -0.24 -0.24 1.21

2020-03-13 0.04 0.16 0.35 1.71 -0.13 0.24 0.24 0.17

EW:6 2020-03-16 -0.96 0.24 -0.36 0.93 -1.75 -0.65 -0.65 0.40

2020-03-17 0.11 0.09 -0.33 0.68 -1.24 -0.73 -0.73 0.26

2020-03-18 -1.26 -1.69 -0.20 0.28 -2.01 -1.31 -1.31 0.01

2020-03-19 -1.03 -1.80 0.79 1.39 1.33 0.24 0.24 2.88

2020-03-20 -0.11 -0.58 0.45 0.54 0.29 -0.12 -0.12 0.89

EW:7 2020-03-23 -1.29 -1.04 0.42 0.57 -0.49 -0.79 -0.79 0.71

2020-03-24 2.48 1.75 0.32 -0.16 2.89 2.80 2.80 1.39

2020-03-25 2.21 1.60 0.69 1.14 2.10 1.48 1.48 2.19

2020-03-26 0.56 0.62 -0.11 0.80 0.13 -0.03 -0.03 -0.30

2020-03-27 -0.59 -0.10 -0.79 1.91 -0.80 -0.55 -0.55 2.35

High ESG firms Low ESG firms
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On negative days, high-ESG outperformed on 9 of the 17 days, 1 day was equal between 

them and low-ESG outperformed on 7 days. 

On the positive days, the high-ESG outperformed low-ESG on 5 days out of 8 days, 1 day 

was equal between them, and low-ESG outperformed on 2 days.  

On mixed results days, the high-ESG outperformed low-ESG on 5 days out of 8 days, and 

low-ESG outperformed on 3 days.  

The median is higher for high-ESG firms for 17 days of the 34 total days, low-ESG had 

higher median results on 15 days, and they were equal on 2 days.   

 

Skewness should be between -1 and +1, high-ESG firms go beyond that on 4 days, and 

low-ESG firms go beyond that on 3 days.  

For kurtosis, the general guideline is that if the number is greater than +1, the distribution is 

too peaked. The distribution is too peaked on majority of the days for high-ESG firms or 26 

days out of 34 days and on 24 days out of 34 days for low-ESG firms. 

 

High-ESG firms tend to outperform low-ESG firms on positive, negative, and mixed results 

days, which indicates that they are less riskier during crisis periods. That is consistent with 

the literature.   
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Table 2: Descriptive statistics for raw returns, both high-ESG firms and low-ESG firms for all event windows. 

Table 2 shows the descriptive statistics for raw returns, both high-ESG firms and low-ESG 

firms for all event windows. There are 34 total days on the event windows.  

High-ESG firms have higher means on 18 days and low-ESG have higher means on 16 

days. There are 19 negative days and 15 positive days.  

On negative days, high-ESG firms outperformed on 6 of the 19 days, and low-ESG 

outperformed on 13 days. 

On the positive days, high-ESG firms outperformed low-ESG on 12 days out of 15 days, 

and low-ESG outperformed on 3 days.  

Raw Returns

Mean Median Skewness Kurtosis Mean Median Skewness Kurtosis

2020-02-10 0.45 0.47 -0.28 1.81 0.43 0.45 -0.95 4.86

2020-02-11 0.51 0.64 -5.57 59.64 0.69 0.63 -1.51 26.67

2020-02-12 0.74 0.63 0.63 2.50 0.57 0.58 -1.09 4.82

2020-02-13 -0.11 0.04 -0.25 6.84 -0.09 0.05 -1.26 7.35

2020-02-14 0.08 0.10 1.71 12.91 0.04 -0.02 1.66 19.59

2020-02-18 -0.43 -0.45 0.41 4.39 -0.16 -0.29 1.23 7.12

2020-02-19 0.20 0.27 -0.37 3.90 0.47 0.40 0.43 5.45

2020-02-20 0.02 0.04 -0.59 3.13 0.00 0.00 3.49 41.06

2020-02-21 -0.84 -0.68 -1.19 8.48 -1.09 -1.00 -0.32 0.70

2020-02-24 -2.95 -2.78 0.36 2.97 -3.23 -3.04 -0.46 0.80

2020-02-25 -3.42 -3.33 0.72 3.10 -3.35 -3.36 0.14 2.89

2020-02-26 -1.15 -0.95 -0.56 5.04 -1.09 -0.97 -1.11 6.52

2020-02-27 -3.89 -4.06 1.93 13.43 -3.87 -3.87 -0.49 6.34

2020-02-28 -1.30 -1.41 -0.22 2.64 -1.29 -1.58 0.29 1.94

2020-03-02 3.84 4.09 -0.21 0.25 3.82 3.77 -0.44 1.09

2020-03-03 -2.53 -2.56 -0.90 4.96 -2.72 -2.60 -0.30 4.17

2020-03-04 3.96 4.09 0.48 4.66 3.58 3.66 0.35 5.06

2020-03-05 -3.52 -3.34 -0.84 4.82 -3.91 -3.96 -0.48 3.29

2020-03-06 -2.20 -1.88 -1.41 4.51 -2.07 -1.92 -1.41 7.37

2020-03-09 -8.95 -7.74 -2.01 10.79 -8.59 -7.27 -3.22 16.82

2020-03-10 4.67 4.49 0.83 3.16 5.16 5.07 0.90 3.63

2020-03-11 -5.57 -5.51 0.19 5.27 -5.43 -4.99 -1.12 9.68

2020-03-12 -10.68 -10.21 -1.24 3.53 -9.80 -9.59 -1.22 5.88

2020-03-13 8.49 8.16 0.68 0.72 8.22 8.20 -0.03 0.37

2020-03-16 -12.86 -12.82 -0.03 0.58 -12.02 -11.82 0.06 1.17

2020-03-17 5.01 6.05 -0.68 0.54 4.87 5.54 -0.59 0.87

2020-03-18 -7.95 -7.13 -0.55 0.26 -7.15 -5.80 -0.83 0.84

2020-03-19 2.02 1.15 1.21 2.75 1.81 0.36 1.03 1.14

2020-03-20 -3.99 -4.35 0.96 2.25 -4.10 -4.48 0.54 0.90

2020-03-23 -3.55 -3.89 0.59 1.39 -3.31 -3.89 0.73 0.82

2020-03-24 11.54 10.72 0.93 1.26 11.45 11.31 0.88 2.27

2020-03-25 3.13 2.53 0.61 0.99 3.03 2.24 1.17 2.33

2020-03-26 6.39 6.41 0.28 1.96 5.62 6.02 -0.33 0.45

2020-03-27 -3.55 -3.10 -0.43 0.96 -3.57 -3.56 -0.63 3.68

EW:5

EW:6

EW:7

High ESG firms Low ESG firms

EW:1

EW:2

EW:3

EW:4



25 

The median is higher for high-ESG firms for 21 days of the 34 total days, low-ESG had 

higher median results on 12 days, and they were equal on 1 day.   

 

Skewness should be between -1 and +1, high-ESG firms go beyond that on 8 days, and 

low-ESG firms go beyond that on 13 days.  

For kurtosis, the general guideline is that if the number is greater than +1, the distribution is 

too peaked. The distribution is too peaked on majority of the days for high-ESG firms or 27 

days out of 34 days and on 26 days out of 34 days for low-ESG firms. 

 

High-ESG firms tend to outperform low-ESG firms on positive days but low-ESG firms 

tend to outperform on negative days, which indicates that it is better to hold high-ESG 

firms during an upswing and better to hold low-ESG during crisis periods. This is not 

consistent with the literature. 

 

 

 

Table 3: CAR for the full sample, high ESG, low ESG and statistical test of high ESG vs. low ESG. 

Table 3 shows that there is only statistical significance between high ESG and low ESG in 

event window 5 and therefore the data does not provide compelling evidence that stock 

returns are defined by the ESG scores. The difference could be because of some other 

factors or because of chance.   

Week Full sample High ESG Low ESG

N=497 N=280 N=217

1 -0.05 0.01 -0.13

2 -0.19 -0.27 -0.09

3 -1.64*** -1.65*** -1.63***

4 -0.65** -0.29 -1.10**

5 -2.37*** -3.31*** -1.16

6 -3.31*** -4.04*** -2.37**

7 3.57*** 3.98*** 3.04***

High ESG vs. low ESG

**

CAR Statistical test
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5.1 Event window 1 

 

Figure 2: CAR, the difference between high ESG's and low ESG's CAR on event window 1. 

 

Figure 2 and table 4 show that high-ESG firms provide higher abnormal returns, than low-

ESG firms, on 4 out of 5 days, during event window 1, and low-ESG outperformed on 1 

day, during the event window by 0.04. Table 2 shows that there is a statistical difference 

only on day 1, within the 5% level, and on that day high-ESG firms outperformed low-ESG 

firms by 0.04.  

 

 

Table 4: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 1. It also shows the 

statistical significance respectively on 1,5 and 10% level on two tailed t-test. 

 

Event window 1

AR CAR AR CAR AR CAR

2020-02-10 -0.17*** -0.17*** -0.15** -0.15** -0.19** -0.19**

2020-02-11 0.15* -0.02 0.09 -0.07 0.24 0.04

2020-02-12 0.04 0.02 0.13 0.06 -0.08 -0.04

2020-02-13 -0.07 -0.05 -0.07 -0.01 -0.07 -0.11

2020-02-14 0 -0.05 0.02 0.01 -0.02 -0.13

Full sample High ESG firms Low ESG firms
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5.2 Event window 2 

 

Figure 3: CAR, the difference between high ESG's and low ESG's CAR on event window 2. 

Figure 3 and table 5 show that CAR is higher within low-ESG firms than high-ESG firms 

during event window 2. On February 18th, the difference was 0.25 in favor of low-ESG 

firms and the next day after that it was 0.48. On February 20th, the difference was 0.42 in 

favor of low-ESG firms and on February 21st the difference was 0.18. February 21st 

showed no statistical significance for both high ESG firms, low ESG firms and the full 

sample. Lower ESG firms outperformed higher ESG firms by 0.18 in event window 2.  

 

Table 5: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 2. It also shows the 
statistical significance respectively on 1,5 and 10% level on two tailed t-test. 

Event window 2

AR CAR AR CAR AR CAR

2020-02-18 -0.11* -0.11* -0.22*** -0.22*** 0.03 0.03

2020-02-19 -0.30*** -0.41*** -0.40*** -0.62*** -0.17 -0.14

2020-02-20 0.17* -0.24* 0.20** -0.42*** 0.14 0

2020-02-21 0.05 -0.19 0.16 -0.27 -0.09 -0.09

Full sample High ESG firms Low ESG firms
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5.3 Event window 3 

 

Figure 4: CAR, the difference between high ESG's and low ESG's CAR on event window 3. 

Figure 4 and table 6 show that CAR turns negative between both kinds of firms, but low-

ESG firms seem to provide higher abnormal returns than high-ESG firms in event window 

3. On February 24th high-ESG firms have higher abnormal returns by 0.24 with no 

statistical significance. High-ESG firms show better performance, during February 25th by 

0.11, and on February 26, by 0.03 but it switches on February 27th ,when low-ESG perform 

better by 0.02, and 0.02, on February 28th. The results have statistical significance, through 

all dates, in this event window, except February 24th. Low-ESG firms outperformed high-

ESG firms by 0.02 in event window 3. 

 

Table 6: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 3. It also shows the 
statistical significance respectively on 1, 5 and 10% level on two tailed t-test. 

 

 

Event window 3

AR CAR AR CAR AR CAR

2020-02-24 0 0 0.1 0.1 -0.14 -0.14

2020-02-25 -0.49*** -0.49*** -0.54*** -0.44** -0.41*** -0.55***

2020-02-26 -0.49*** -0.98*** -0.53*** -0.97*** -0.45*** -1.00***

2020-02-27 -0.11 -1.09*** -0.13 -1.1*** -0.08 -1.08***

2020-02-28 -0.55*** -1.64*** -0.55*** -1.65*** -0.55*** -1.63***

Full sample High ESG firms Low ESG firms
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5.4 Event window 4 

 

Figure 5: CAR, the difference between high ESG's and low ESG's CAR on event window 4. 

Figure 5 and table 7 show that high-ESG firms, provide higher abnormal returns than low- 

ESG firms, on all days, by 0.81, during event window 4. There is statistical significance on 

CAR on low-ESG firms on dates March 5 and 6. There is no statistical significance on 

CAR within high-ESG firms.  

  

 

Table 7: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 4. It also shows the 
statistical significance respectively on 1, 5 and 10% level on two tailed t-test. 

  

Event window 4

AR CAR AR CAR AR CAR

2020-03-02 -0.03*** 0.03 0.04 0.04 0.02 0.02

2020-03-03 -0.09 -0.05 0 0.04 -0.19 -0.17

2020-03-04 0.27** 0.21 0.44** 0.48 0.03 -0.14

2020-03-05 -0.47*** -0.26 -0.32** 0.16 -0.67*** -0.80**

2020-03-06 -0.39*** -0.65** -0.45*** -0.29 -0.30* -1.10**

Full sample High ESG firms Low ESG firms
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5.5 Event window 5 

 

Figure 6: CAR, the difference between high ESG’s and low ESG’s CAR on event window 5. 

 

Figure 6 and table 8 show that low-ESG firms provide higher abnormal returns than firms 

with high-ESG scores, on all days, by 2.15, during event window 5. There is only statistical 

significance on one data point within the low-ESG firms, but with high-ESG, there is 

statistical significance within all CAR data points.  

 

Table 8: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 5. It also shows the 
statistical significance respectively on 1, 5 and 10% level on two tailed t-test. 

  

Event window 5

AR CAR AR CAR AR CAR

2020-03-09 -1.04*** -1.04*** -1.28*** -1.28*** -0.73* -0.73*

2020-03-10 0.62*** -0.42 0.39** -0.89** 0.92*** 0.19

2020-03-11 -0.69*** -1.11*** -0.82*** -1.7*** -0.53** -0.34

2020-03-12 -1.23*** -2.34*** -1.71*** -3.41*** -0.62* -0.96

2020-03-13 -0.03 -2.37*** 0.1 -3.31*** -0.2 -1.16

Full sample High ESG firms Low ESG firms
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5.6 Event window 6 

 

Figure 7: CAR, the difference between high ESG’s and low ESG’s CAR on event window 6. 

Figure 7 and table 9 show that firms with low-ESG provide higher abnormal returns than 

high-ESG firms, on all data points, by 1.67, within event window 6.  

All data points show statistical significance on the 1% level within the high-ESG firms, but 

shows statistical significance for 4 out of 5 days within the low-ESG firms.  

 

Table 9: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 6. It also shows the 
statistical significance respectively on 1, 5 and 10% level on two tailed t-test. 

  

Event window 6

AR CAR AR CAR AR CAR

2020-03-16 -1.31*** -1.31*** -1.78*** -1.78*** -0.69 -0.69

2020-03-17 -0.48 -1.78*** -0.34 -2.12*** -0.66 -1.35**

2020-03-18 -1.59*** -3.37*** -2.08*** -4.21*** -0.95* -2.30**

2020-03-19 0 -3.37*** 0.26 -3.94*** -0.34 -2.63***

2020-03-20 0.07 -3.31*** -0.09 -4.04*** 0.27 -2.37**

Full sample High ESG firms Low ESG firms
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5.7 Event window 7 

 

Figure 8: CAR, the difference between high ESG’s and low ESG’s CAR on event window 7 

Figure 8 and table 10 show that low-ESG firms outperform on March 23rd by 0.16 but on 

all other data points the high-ESG firms outperform on event window 7. All data points 

show statistical significance on the 1% level, except for CAR on March 23rd on low-ESG 

firms, but then the statistical significance is 5%. 

 

Table 10: AR and CAR for the full sample, high ESG firms and low ESG firms on event window 7. It also shows the 
statistical significance respectively on 1, 5 and 10% level on two tailed t-test. 

  

Event window 7

AR CAR AR CAR AR CAR

2020-03-23 -0.94*** -0.94*** -1.01*** -1.01*** -0.85** -0.85**

2020-03-24 2.66*** 1.71*** 2.76*** 1.74*** 2.53*** 1.68***

2020-03-25 2.16*** 3.87*** 2.20*** 3.94*** 2.11*** 3.78***

2020-03-26 0.37 4.25*** 0.75** 4.70*** -0.12 3.67***

2020-03-27 -0.68*** 3.57*** -0.72*** 3.98*** -0.63** 3.04***

Full Sample High ESG firms Low ESG firms
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6. Conclusions and limitations 

 

The study looks at if high-ESG firms outperform low-ESG firms during the COVID-19 

pandemic. The results of the study show that there is only a statistical significance between 

high-ESG and low-ESG firms on one event window out of seven event windows. In that 

window, low-ESG firms outperform. High-ESG firms outperform on three event windows 

and low-ESG firms outperform on 4 event windows, but only one is statistically significant, 

within the 5% level. In the seven event windows in the study it shows that high-ESG firms 

outperform for three windows where one of them is with statistical significance on the 1% 

level.  

 

Low-ESG firms outperform for four event windows where one of them are within 1% level 

of statistical significance, one within 5% and 10% level, and one with no statistical 

significance. It implies that ESG ratings of firms are priced in the stock price and therefore 

there is no statistical significance between high ESG and low ESG. There is therefore little 

relationship observed between ESG score and abnormal returns, which is not consistent 

with the literature from the US that finds evidence on the importance of the ESG score. I do 

not find evidence that investors consider the ESG score in making their investments during 

the COVID-19 pandemic period. 

 

The limitations include that there have not been any robustness checks. Further research 

needs to be done and it is possible to have another ESG rating agency rather than from 

Thomson Reuters, for example MSCI and/or Sustainalytics to see whether there is any 

difference. It has been recognized in the literature that the ESG ratings agencies do not 

provide the same ESG ratings and therefore the results could be different. 

It is also beneficial to perform the study again with another market model like the four 

factor Carhart model or the five factor Fama French model to limit the effect of the market 

model.  
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It is also interesting to see if there is a difference between industries, but it has been 

addressed in the literature that some industries were affected more by the pandemic than 

others.  

Another thing that can be beneficial to investigate if the same results will be achieved in 

different markets, for example Europe which have been considered as more prone to ESG 

investing than the US. 

Since the Covid-19 is still ongoing when this is written it is informative to see how the 

firms will recover and if high ESG firms will recover sooner than low ESG firms.  
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