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The Effect of Green Company Designation on Financial Performance

and Stock Return

¢ The Case of Gyeonggi Province, South Korea
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This study aims to investigate the effect of the green company designation
on financial performance and stock return in Gyeonggi Province, South Korea.
The financial performances of green companies, such as growth, profitability
and stability, are reviewed before and after the designation. This study
conducts an event study with stock return. While the results of growth and
profitability show that there are mid—term positive effects, that of stability has
short— and mid—term negative effects. The result of event study demonstrates
that the designation became statistically significant on the 22nd day and
between the 42nd—103rd days after the designation. To improve and publicize
the effects of the designation, we suggest the green companies should be
further encouraged. In addition, central and local governments should make
policies toward enhancing financial incentives and awards to the designated

companies, and making speedy announcements of the designation to the public.

Keywords: Green company, Gyeonggi Province, financial performance, stock return
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AAR(%) | CAAR(%) p—ak AAR(%) | CAAR(%) p—2t
t-20 -0.05 -0.08 0.8494 t+10 0.00 0.03 0.2891
t-10 0.00 0.00 0.5060 t+20 0.01 0.08 0.1616
t-5 0.01 -0.02 0.6508 t+22 0.03 0.12 0.0906
t-4 -0.02 -0.02 0.7137 t+40 0.04 0.18 0.1088
t-3 -0.02 0.00 0.5013 t+42 0.04 0.22 0.0741
t-2 0.02 0.02 0.1273 t+43 0.02 0.24 0.0554
t-1 0.00 0.01 0.3243 t+50 0.02 0.27 0.0445
t+1 0.01 0.03 0.1273 t+100 -0.02 0.30 0.0820
t+2 0.00 0.03 0.1715 t+103 -0.01 0.29 0.0902
t+3 -0.02 0.01 0.3702 t+110 -0.03 0.22 0.1652
t+4 0.01 0.02 0.2795 t+150 0.00 0.30 0.1285
t+5 -0.03 -0.01 0.5780 t+200 0.01 0.09 0.3826
t+6 0.00 0.00 0.5320 t+250 -0.03 0.15 0.3158
t+7 0.01 0.01 0.4448 t+300 0.01 0.27 0.2231
t+8 -0.01 0.00 0.5048 t+400 0.02 0.25 0.2544
t+9 0.03 0.03 0.2919

A5 Az ALY
T AAR=H 1444 & (Average Abnormal Return),
CAAR FAHH) Y44 E(Cumulated Average Abnormal Return), p-# 0.05 ©|3}:
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2 H7ldle Ferh mEn s =474 Xl*é‘ﬂ Zh= AR (event) o] B& 724"
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