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Abstract 
H&M Group is one of the world’s largest retailers currently present on 74 markets and with eight 
portfolio brands. For more than a decade, H&M Group has focused on ESG engagement, for 
instance by using recycled materials in production and by working to improve living and working 
conditions in developing economies in which H&M Group suppliers are located. H&M Group 
publishes an ESG report each year in order to inform stakeholders of corporate ESG engagement.  
 
This thesis studies the stock market’s sensitivity to ESG announcements within H&M Group in 
order to determine to what extent H&M Group’s ESG engagement is valued by the stock market.  
Specifically, an event study of announcements related to new financial and ESG information 
related to H&M Group is conducted from 2012 to 2019. Announcements of financial information 
are included in the event study in order to provide a benchmark for stock market reactions to ESG 
information. The sample includes 9 negative ESG announcements, 52 positive ESG 
announcements and 74 financial announcements.  
 
The event study identifies significant movements in stock prices following announcements of both 
positive and negative ESG information. This result is in line with the stakeholder perspective 
which argues that companies must manage stakeholder relationships in order to maintain and 
improve corporate reputation as this is crucial in order to stay in business. Furthermore, the event 
study finds that stock market reactions to negative ESG information are more significant than 
reactions to positive ESG information.  
Research has identified social and environmental performance as important components of 
corporate reputation and corporate reputation as an important driver of corporate value (Waddock, 
2008, Doh et al., 2010). Therefore, negative information on corporate ESG behavior may be 
damaging for corporate reputation which is damaging for future financial performance. As a 
consequence, stakeholder and consumer sentiment towards corporate ESG behavior may impact 
the significance levels of stock market reactions to positive and negative ESG announcements.  
Lastly, the event study finds that the stock market only reacts to financial announcements when 
dividend announcements are included. When excluding dividend announcements stock market 
reactions to financial information are insignificant. These results indicate that the stock market 
values ESG information higher than announcements on past accounting performance. Thereby, 
the event study indicates that the stock market values H&M Group’s ESG engagement and ESG 
reporting.  
 
As of May 2020, the world is affected by the global Covid-19 pandemic. This disruptive event is 
expected to have large implications on the economy and society. Thereby it will be interesting to 
observe how this pandemic will impact public and investor sentiment towards ESG.   
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1. Preface  
1.1 Introduction 
In 1970 Milton Friedman published the article “The Social Responsibility of Business Is to Increase 
Its Profits” in New York Times Magazine (Friedman, 1970). The article was published during a time 
when Corporate Social Responsibility was increasingly gaining attention (Carroll, 1999). The article 
sparked much debate as it was argued that a firm is only responsible to its shareholders and not to its 
stakeholders. As an opposing view to Friedman’s statement the stakeholder theory, pioneered by 
Freeman, was also gaining attention during the same period. The core idea of the stakeholder theory 
is that managing stakeholder relationships, and considering stakeholder interests, is value enhancing 
as good stakeholder relationships are essential for the survival of a company and its corporate strategy 
(Dacanay, 2012, p.35). 
Over the last decades terms such as Corporate Social Responsibility (CSR) and Environmental, Social 
and Governance factors (ESG) have received increasing attention within both corporate and 
investment industries. As a result of the increased focus on ESG, a debate regarding ESG performance 
and its effect on financial performance has emerged. The opposing perspectives of the debate perceive 
ESG engagement as either value creating or a shareholder expense (Fisher-Vanden & Thorburn, 2011, 
Flammer, 2013, Ansari, Cajias, & Bienert, 2015).  
 
H&M Group, one of the largest retailers in the world, has embraced CSR and ESG and has 
incorporated sustainability and equality as important components of its vision and corporate strategy. 
The aim of this thesis is to investigate if H&M Group’s focus on ESG engagement is valued by the 
stock market and thereby if ESG engagement adds value to the company.  
 
1.2 Motivation 
H&M Group’s vision is “for the H&M Group to lead the change towards circular and climate positive 
fashion while being a fair and equal company” (H&M Group, 2018, p.13).  
The fact that H&M Group has built its vision around the topics of sustainability and equality cements 
the extent to which ESG is incorporated throughout H&M Group’s corporate strategy and value chain. 
Furthermore, the founders and main owners of H&M Group have founded the H&M Foundation with 
the aim to contribute to reach the UN Sustainable Development Goals for 2030 (H&M Group, 2020a). 
The fact that a large for-profit corporation as H&M Group dedicate this level of focus to ESG 
engagement, both within the organization and related to public image, could indicate that being 
perceived as conscious in terms of the society and environment adds value to the company.  
 
Previous research reports conflicting results of the relationship between financial performance and 
ESG performance. Researchers have suggested a number of explanations for the differing results. 
These explanations include  that the relationship depends on industry, whether or not ESG issues are 
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material and the publication source. As research results differ, the conclusions of these results cannot 
be applied to H&M with certainty. Therefore, this thesis will conduct an event study in order to 
investigate the relationship between ESG performance and financial performance within H&M 
Group.  
 
1.3 Topic of Focus 
The aim of this thesis is to identify to what extent the stock market values ESG information related 
to H&M Group. An event study is conducted in order to identify if stock market reactions to ESG 
information are significant. Significant stock market reactions indicate that investors perceive this 
information as important for the future value of a company. Thereby significant stock market 
reactions to ESG announcements may indicate that H&M Group’s ESG engagement is valuable for 
future corporate performance.  
 
The stakeholder perspective is the underlying framework of this thesis as it provides a foundation for 
understanding how managing stakeholder relationships can add value to a company. 
 
1.3.1 Research Question 
Based on the aim of this thesis, the following research question is formed: 
 
How is H&M Group’s ESG engagement reflected in stock market reactions and how could 
these be explained? 
 
In order to answer the research question, the following problem statements will be addressed: 
 

1. How does H&M Group incorporate ESG issues within the organization?  
2. How did the stock market react to respectively ESG and financial announcements related to 

H&M Group in the period 2012-2019? 
3. To which extent can event study results be explained by institutional theory? And how are 

findings applicable in terms of assessing stock market valuation of ESG information within 
and outside H&M Group? 

4. Which impact could future disruptive global events such as the Covid-19 pandemic have on 
the importance of corporate and investor ESG engagement? 

 
1.3.2 Thesis Structure 
The thesis is initiated with a presentation of the applied theoretical framework and the hypotheses 
tested in the event study. Subsequently, the methodology and research design of the event study are 
described.  
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In order to answer the research question “How is H&M Group’s ESG engagement reflected in stock 
market reactions and how could these be explained?” a presentation of H&M Group (hereafter H&M) 
and an assessment of how H&M is incorporating ESG issues throughout the organization and 
corporate strategy is presented. Following the company presentation, the event study of stock market 
reactions to announcements related to new financial information and information on ESG 
performance related to H&M is conducted from 2012 to 2019. The intent of the event study is to 
identify if the stock market values ESG information and if stock market reactions to ESG information 
differs from reactions to financial information.  
In the section following the event study results, institutional theory is applied in order to explore the 
drivers of the relationship between ESG performance and financial performance reported in the event 
study. Furthermore, the research design and methodology applied in the event study are discussed in 
order to assess the quality of the conclusions interpreted from the event study results. This assessment 
of quality is necessary in order to address to what extent the results of this thesis contributes to 
understanding stock market valuation of ESG information.  
Finally, the findings of this thesis are reflected upon in a broader perspective by assessing how the 
global Covid-19 pandemic may impact corporate and investor ESG engagement. 
 
1.3.3 Topic Delimitation 
As stated in the motivation of this thesis the interest of the research topic was initially sparked as a 
result of the mismatch between previous research results, reporting conflicting results on the 
relationship between ESG performance and financial performance, and the increase of companies 
such as H&M increasing focus on ESG engagement.  
In this thesis financial performance is measured by stock market performance of the H&M stock. 
Accounting performance can also be applied as a measure of financial performance. However, 
accounting measures are not always accurate indicators of the true performance of a company as 
management can manipulate accounting measures in order to “dress” financial reports published to 
shareholders (McWilliams & Siegel, 1997, p. 1). Therefore, accounting performance as a measure of 
financial performance is excluded from this thesis.  
Stock prices can also be manipulated by market participants and current shareholders. However, this 
may be quite difficult when dealing with large companies as market participants watch such 
companies carefully. Additionally, large capital may be required in order to move stock prices of 
large companies. When markets are efficient stock market reactions reflect a strong indicator of how 
shareholders, and stakeholders, value corporate performance and behavior. An additional advantage 
of applying stock market reactions as a measure of financial performance is the availability of daily 
stock market prices. As daily stock prices are available it is possible to isolate the effect of specific 
events. In contrast, the effect of specific events cannot be isolated when using accounting performance 
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as a measure of financial performance. Measures of accounting performance will be affected by other 
confounding effects than specified ESG information or specific financial announcements.  
 
In this thesis an event study methodology is applied in order to investigate if H&M’s ESG engagement 
is valued by the stock market. The choice of method implicates that it is the effect on short-term 
financial performance which is investigated as the event study method investigates the immediate 
stock market reactions to an event. This thesis will not study the effect of ESG engagement on long-
term corporate value. Long-term performance is not studied in this thesis as it is not possible to isolate 
the effect of ESG performance on long-term financial performance when studying a single firm.  
 
1.4 The Rise of ESG  
In this section the ESG term will be presented and its relevance for corporations and investors will be 
discussed. 
ESG is a growing phenomenon within the investment industry, which can be viewed in the increased 
number of sustainability indexes, the increased number of signatories to the UN Principles for 
Responsible Investments and the increase in ESG rapports and studies etc. 
 
The ESG term has its roots in the CSR term, which consists of a comprehensive line of literature 
dating back to the 1950s (Carroll, 1999). In 2011 the EU commission redefined the CSR term as “the 
responsibility of enterprises for their impacts on society” (Moura, 2011, p.6) where legislation and 
collective agreements should be respected. In order to fully comply to their corporate social 
responsibility companies are encouraged to “integrate social, environmental, ethical, human rights 
and consumer concerns into their business operations..” (Moura, 2011, p.6).  
 
Although a definitive definition of the ESG term has not been defined ESG integration can be viewed 
as a more systematic approach to analyze non-traditional risk drivers. In contrast to ESG, CSR applies 
a less systematic approach to uncovering risk and opportunities related to stakeholder relationships. 
Eurosif (2020) defines ESG integration as “The explicit inclusion of ESG risks and opportunities into 
traditional financial analysis and investment decisions based on a systematic process and appropriate 
research sources” (Eurosif, 2020). This systematic approach can be viewed in a number of ESG 
integration guides published by organizations such as CFA institute and (UN) PRI (CFA Institute, 
2019a; Hayat, Orsagh, Schacht, & Fender, 2015). These guides consist of an analytical and 
measurable approach to ESG integration which has not otherwise been seen related to CSR. An 
explanation of this difference between CSR and ESG implementation is that CSR is stronger related 
to corporate strategy (Moura, 2018), whereas ESG has its roots in the investment industry with ESG 
being an analytical tool (CFA Institute, 2019b). However, because of the increasing demand for ESG 
reporting from both investors and consumers, companies are now pushed to incorporate the more 
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systematic ESG approach when reporting corporate information regarding externalities on the 
environment and its stakeholders. 
 
1.4.1 The Relevance of ESG from an Investor Perspective 
ESG integration has sparked much debate within the investment industry. In spite of the effort of 
trying to increase awareness and knowledge of ESG integration within the investment industry some 
still question if considering ESG issues in investment strategies actually results in higher returns. In 
a 2019 survey by CFA, institutional investors identified client demands and risk management as the 
main drivers of their ESG integration (CFA Institute, 2019b). 
In a 2015 guide CFA states that “a critical factor in the financial performance of investments is the 
investor’s ability to identify drivers of the expected risk and return of investments” (Hayat, Orsagh, 
Schacht, & Fender, 2015, p.1). ESG factors are risk factors outside the traditional financial frame of 
risk metrics affecting returns. By identifying ESG risks and opportunities in investment decisions 
better informed decisions can be made. Thereby ESG issues are no longer solely incorporated by 
investors motivated by ethical and moral values but also used by long-term investors who are focused 
only on economic value creation (Hayat, Orsagh, Schacht, & Fender, 2015, p.2). 
 
1.4.2 The Relevance of ESG from a Corporate Perspective 
In 1970 Friedman stated that the only responsibility for a company is to create profit (Friedman, 1970) 
thereby implying that shareholders should be the main focus of corporate management. In contrast to 
this view, Freeman pioneered the stakeholder theory, a new framework developed for managers to 
understand and strategize in a changing business environment (Freemann, 1984, p.5). Within 
stakeholder theory, a company’s stakeholders are viewed as closely connected to firm value creation, 
and thereby stakeholder relationships are perceived as important to manage. 
 
In 2009 authors of a McKinsey report, which investigated the financial effect of social responsibility 
programs, identified four main areas in which stakeholder management and ESG engagement create 
value: business growth, returns on capital, risk management and quality management (Bonini, Koller, 
& Mirvis, 2009). These four main areas are verified by Freeman et al. (2010) who list a number of 
benefits associated with managing stakeholder relationships identified by researchers through the 
years. 
In terms of business growth, Freeman et al. (2010) identify that good stakeholder management will 
increase corporate reputation and thereby make the firm more attractive to potential employees, 
customers and business partners. These benefits associated with a strong reputation are a source of 
competitive advantage as the firm will be presented with a larger number of good business 
opportunities such as forming alliances, joint ventures and long-term contracts (Freeman et al., 2010, 
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p.21). These potential reputational and competitive benefits from incorporation ESG factors into 
corporate strategy are also proposed by Porter & Kramer (2006). 
 
In terms of returns on capital, findings are that good stakeholder relationships will result in fewer 
transaction costs because of the high level of mutual trust between a company and its stakeholders 
(Freeman et al., 2010, p.21). Furthermore good relationships with stakeholders are more likely to 
increase efficiency because stakeholders are more likely to share valuable information (Freeman et 
al., 2010, p.21). 
 
As well as investors use ESG information to manage risk, risk management is also a corporate benefit 
of managing stakeholder relationships. By managing stakeholder relations the risk of negative 
outcomes is reduced which creates stable returns that are easier to predict (Freeman et al., 2010, p.21). 
 
Managing stakeholder relationships will also increase organizational flexibility and adaptability 
because good stakeholder relationships will increase the effectiveness of communication with 
stakeholders (Freeman et al., 2010, p.21). 
 
2. Theoretical Framework  
In this section the theoretical framework of event studies as well as a literature review will be 
presented. Furthermore, the hypotheses investigated in the event study will be presented. 
 
2.1 Efficient Markets Theory 
In his article on the event study method, Mackinlay (1997) states “The usefulness of such a study 
comes from the fact that, given rationality in the marketplace, the effect of an event will be reflected 
immediately in security prices” (Mackinlay, 1997, p.13). This statement relies on the hypothesis of 
efficient markets which imply that all available information is reflected in security prices (Hillier, 
2014, p.315). The concept of efficient markets is divided into three forms of market efficiency, weak, 
semi-strong and strong efficient markets (Hillier, 2014, p.318). A strong efficient market reflects a 
situation in which all information, including inside information, is reflected in security prices. A semi-
strong efficient market suggests that all publicly available information is reflected in security prices. 
A weak efficient market suggests that the price of a security is reflected by historical price information 
of the given security.  
The usefulness of event studies relies on the assumption that capital markets are semi-strong efficient. 
Thus, the release of new information should be reflected in stock market reactions. After the stock 
market has processed the new information, abnormal returns should adjust to approximately pre-event 
level. This way an event study should be able to provide information on abnormal returns associated 
with a specific event. However, in the real world, two things should be noted: firstly it can be difficult 



 10 

to identify the exact event day of an announcement and secondly it may take more than one trading 
day for the event to be reflected in security prices due to the timing of the announcement relative to 
closing of the market and due to the complexity of the new information (Mackinlay, 1997). As a 
consequence of these factors it is common for event studies to apply an event window in which the 
reactions are captured.  
 
2.2 Literature Review  
The focus on ESG engagement and performance from both a corporate and investor perspective have 
increased rapidly within the last decades. Therefore, a great line of research exploring the relationship 
between corporate social behavior and financial performance exists. However, the existing research 
of the relationship between ESG performance and financial performance present conflicting results.  
 
In line with the shareholder perspective, some studies argue that corporate awareness related to ESG 
factors, especially the environment, is simply an additional cost imposed on a company and its 
shareholders. For example Fisher-Vanden & Thorburn conduct an event study which finds that 
companies joining voluntary environmental programs, in which they commit to reduce greenhouse 
gas emission, experience a significant decline in stock market prices (Fisher-Vanden & Thorburn, 
2011). Similarly, researchers hypothesize that socially responsible investing (SRI) funds 
underperform conventional funds as investors must pay a premium for incorporating ethical or social 
preferences.  
Rennebog et. al find that there is no significant difference in the performance of SRI funds and 
conventional funds in their sample of SRI and conventional funds in Europe, North America and 
Asia-Pacific (Renneboog, Horst, & Zhang, 2008). Similarly, other researchers report results 
indicating that SRI funds are not significantly underperforming conventional funds (Bauer, Otten, & 
Rad, 2006; Bello, 2005). 
 
Other researchers find results confirming the stakeholder perspective as the results indicate that ESG 
performance affects stock market prices (Flammer, 2013, Ansari, Cajias & Bienert, 2015). Flammer 
conducts an event study of corporate environmental announcements on the US stock market and finds 
that the stock market reacts positively to eco-friendly corporate initiatives and reacts negatively to 
eco-harmful behavior (Flammer, 2013). Similarly Ansari et al. report that investments in corporate 
ESG performance within the real estate industry are valued by the stock market as abnormal returns 
are identified following publication of sustainability reports (Ansari, Cajias, & Bienert, 2015).  
 
Research suggests a variety of explanations for the differing research results of the financial impact 
of ESG performance. A number of studies report that investor sentiment towards CSR and ESG 
performance have evolved from a shareholder to stakeholder perspective throughout the past three 
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decades (Ioannou & Serafeim, 2015, Flammer, 2013). A study by Ioannou and Serafeim report that 
investment analysts issued pessimistic recommendations for firms with high CSR ratings during the 
early 90s, through the years recommendations grew less pessimistic and eventually recommendations 
for firms with high CSR ratings turned positive (Ioannou & Serafeim, 2015). Similarly, Flammer 
finds that the negative stock market reactions to eco-harmful behavior has increased during the data 
period from 1980 to 2009 (Flammer, 2013). 
Researchers have also obtained results indicating that the type of ESG issue targeted by a company 
and the result of the corporate engagement with this issue affects the financial effect on the company 
(Dimson et. al, 2013, Khan, Serafeim & Yoon, 2015). Dimson et. al (2013) finds that successful 
corporate engagements with an ESG issue result in positive abnormal returns, while unsuccessful 
corporate engagements have no effect on abnormal returns. Additionally, Dimson et. al finds that the 
significance of positive stock market reactions are greatest when related to corporate governance and 
climate change (Dimson et al., 2013). Khan et. al report that companies with strong ESG performance 
within material ESG issues outperform peers with low performance on material ESG issues. In 
contrast, companies with strong ESG performance within immaterial ESG issues do not outperform 
peers with low ESG performance within immaterial ESG issues. Thereby Khan et. al suggest that 
companies investing in material ESG issues will benefit financially while companies investing in 
immaterial ESG issues will neither benefit or suffer from investments in ESG (Khan, Serafeim, & 
Yoon, 2015).  
 
Research reports that the impact and focus on ESG differs across industries, thereby suggesting that 
the differing results regarding the relationship between ESG performance and financial performance, 
can be explained by industry specific factors (Brammer & Pavelin, 2006, Moura-Leite, Padgett & 
Galan, 2012). In many companies a large part of corporate value is embodied in intangible assets such 
as reputation (Waddock, 2008). Brammer & Pavelin find that social performance is a driver of 
corporate reputation and that reputational effects of social performance vary across industries 
(Brammer & Pavelin, 2006). In support of these findings, Moura-Leite et. al report that industry 
factors affect the social responsibility strategies implemented by companies and that corporate ESG 
performance is affected by the industry a company operates within (Moura-Leite, Padgett, & Galan, 
2012).  
 
Some researchers suggest that stock market reactions to ESG performance is stronger when the 
information is published by a third-party source (Lackmann, Ernstberger & Stich, 2012, Doh et. al, 
2010). Lackmann et. al conduct an event study of stock market reactions related to companies being 
included in international sustainability indexes. Being included in sustainability indexes are 
interpreted as an approval of a company’s ESG engagement and performance and thereby is expected 
to increase reliability of corporate sustainability information. The findings of the event study suggest 
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that companies experience abnormal returns when added to sustainability indexes, and furthermore 
the study finds that the abnormal returns of these additions vary across industries (Lackmann, 
Ernstberger & Stich, 2012). Similarly, Doh et. al report significant reactions to companies being 
removed from Calvert social index but insignificant reactions to companies being included in the 
index (Doh, 2010). Doh et. al report insignificant reactions to additions to the sustainability index 
which indicates that the stock market is more concerned with ESG misbehavior than positive ESG 
behavior. This interpretation is supported by Flammer’s event study results which identify stronger 
stock market reactions to eco-harmful behavior than to eco-friendly initiatives (Flammer, 2013).  
 
The research findings indicating that industry type is an important factor impacting stock market 
reactions to ESG announcements and the conflicting research results limits the ability to generalize 
the above research results to H&M. Therefore, an event study will be conducted in order to identify 
how the stock market reacts to ESG announcements related to H&M. Furthermore, the underlying 
structures of the retail and investment industry will be discussed in order to assess drivers of the 
identified stock market reactions. 
 
2.3 Stakeholder Theory and Hypotheses 
In this section the hypotheses tested in the event study will be presented. The hypotheses are formed 
based on stakeholder theory and previous research results presented in section 2.2. 
 
Shareholder and stakeholder theory represent two opposing views of the objective of a corporation. 
The shareholder view was developed by Milton Friedman in his New York Times article The Social 
Responsibility of Business Is to Increase Its Profits (Friedman, 1970). The article states that a 
company is mainly responsible towards its shareholders and thereby should focus on maximizing 
returns to these shareholders. Edward Freeman pioneered the stakeholder theory with his book 
Strategic Management: A Stakeholder Approach (Freeman, 1984) which called for a new framework 
in order for managers to understand how to strategize in a changing business environment (Freeman, 
1984, p.5). This framework was constructed based on the concept of stakeholders, defined as “any 
group or individual who is affected by or can affect the achievement of an organization’s objectives” 
(Freeman, 1984, p.5). Freeman specifies consumer activist groups, competition, aggressive media 
and “… a general decline in the level of confidence in the business corporation and its managers” 
(Dacanay, 2012, p.35) as elements of the changing environment. Freeman argued that companies 
must consider such stakeholders in order for the company and its strategy to stay sustainable over 
time (Dacanay, 2012, p.35). This view is in line with research reporting that corporate reputation 
impacts corporate value (Waddock, 2008).  
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Stakeholder theory argues that managing stakeholder relationships can result in improved corporate 
reputation, competitive advantages, increased efficiency and better risk management (Freeman et al., 
2010, p.21), these are all factors valued by investors. Therefore, with stakeholder theory as the 
underlying framework, this thesis argues that the stock market will react positively to positive ESG 
announcements and negatively to negative ESG announcements 

o Hypothesis 1: The stock market reacts positively to positive ESG announcements 
o Hypothesis 2: The stock market reacts negatively to negative ESG announcements 

Research results report that investor sentiment has evolved from a shareholder to a stakeholder 
perspective during the past three decades (Ioannou & Serafeim, 2015, Flammer, 2013)). Furthermore, 
research report that companies investing in material ESG issues will benefit financially (Khan et al., 
2015). Thereby H&M’s engagement with stakeholders and investments in ESG issues are material to 
their business model and supply chain and are therefore expected to result in financial benefits. 
 
The event study will also investigate how the stock market reacts to financial announcements 
published by H&M in order to provide a benchmark to stock market reactions to ESG announcements. 
Research have found conflicting results related to the returns of traditional versus ESG conscious 
investments. As investors are first and foremost wealth maximizing individuals, with a goal to 
increase returns, it is hypothesized that investors value financial information above ESG information: 

o Hypothesis 3: Stock market reactions to financial announcements are more significant 
than reactions to ESG announcements. 
 

3. Methodology 
In this section, the methodical approach which will be applied to answer the research question will 
be discussed, and insights into data collection and event study design will be given. 
 
3.1 A Deductive Approach and Kuhn’s Paradigm 
This thesis is guided by the deductive approach as the research question is rooted in the efficient 
market theory. 
The research question “How is H&M Group’s ESG engagement reflected in stock market reactions 
and to which extent can the findings be explained” is rooted in the hypothesis of efficient markets 
which imply that new information will be reflected in stock prices. The intend of this thesis is not to 
investigate if the stock market is in fact efficient but instead the validity of the hypothesis of efficient 
markets is an underlying assumption of the research question and design. 
Furthermore, the stakeholder perspective is the underlying framework of this thesis which implicates 
that both the research question and the hypotheses are formed based on the stakeholder view, stating 
that managing stakeholders is value creating for a company. 
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Although the deductive approach is used to guide this thesis, it is not a traditional deductive approach 
as the aim of the thesis is not to verify or falsify established theories. Instead established theories are 
used to explain and investigate the research question.  
 
Kuhn’s paradigm theory can be used to guide and understand the debate within research surrounding 
the effect of ESG performance on corporate value and performance. Kuhn defined the term paradigm 
as “the entire constellation of beliefs, values and techniques shared by members of a given 
community” (Kuhn, 1973, p. 17-18). Paradigms are not eternal but are instead challenged when 
anomalies, events which do not fit the current paradigms predictions, are observed (Holm, 2016). 
Anomalies creates a crisis and the need for a new paradigm to explain these anomalies. Research 
results which have found ESG performance to affect corporate performance and value are examples 
of such anomalies challenging the traditional paradigm within finance which traditionally have 
applied a shareholder approach. The focus on ESG and the amount of resources allocated to ESG 
analysis and ESG engagement indicate that ESG factors and the stakeholder perspective are gaining 
acknowledgement. Thereby a new paradigm within finance is under development. 
 
3.2 Data Collection 
The data collection of this study is a mixture of qualitative and quantitative data and both primary 
and secondary data are collected. In the initial phase of the project secondary data in form of both 
qualitative and quantitative data are collected in order to shape an understanding of the ESG concept 
and the research conducted within the field. This data includes event studies of stock market reactions 
to ESG performance and qualitative studies and surveys interviewing industry participants in order 
to gain insight into ESG incorporation. 
H&M’s ESG reporting is assessed through secondary data collected from H&M Group’s website. 
The data is a mixture of qualitative and quantitative data reporting and verifying H&M’s work and 
results with ESG issues and performance. 
 
The empirical study is performed by conducting an event study based on primary quantitative data in 
form of stock market prices collected from Nasdaq Stockholm.  
 
3.3 Event Study Design 
According to Khotari & Warner (2006) “…the usefulness of event studies arises from the fact that 
the magnitude of abnormal performance at the time of an event provides a measure of the 
(unanticipated) impact of this type of event on the wealth of the firms’ claimholders” (Khotari & 
Warner, 2006, p.4).  
In this thesis an event study is conducted in order to identify if the stock market values ESG 
information related to H&M. Significant stock market reactions to ESG information indicate that 
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investors view this information as important components of future corporate performance and thereby 
the stock market value this type of information.  
 
3.3.1 Data Collection of Announcements  
In this event study three hypothesis are tested, hypothesis 1 and 2 investigates stock market reactions 
to ESG announcements within H&M and hypothesis 3 investigates stock market reactions to financial 
announcements within H&M. Stock market reactions to financial announcements are included in the 
event study as a benchmark when interpreting reactions to ESG information. 

The sample of financial announcements are obtained from H&M Group’s website. The financial 
announcements include quarterly and annually financial reports, sales development reports and 
dividend announcements (see appendix 1C). 74 observations are included in the sample of financial 
announcements.  

The data collection of ESG announcements are divided into two separate data collection approaches. 
One approach collects ESG announcements from H&M Group’s website. However, H&M mainly 
publish positive ESG initiatives and performance results, therefore a second approach to data 
collection of ESG announcements is applied by collecting ESG announcements related to H&M 
published by external sources. This data is obtained from Factiva and Bloomberg. Firstly, news events 
are collected from Factiva. Subsequently, the Bloomberg terminal is accessed in order to verify events 
and event dates obtained from Factiva, and additionally identify any announcements which did not 
appear in Factiva. 

In total 61 observations are included in the sample of ESG announcements, 52 observations are 
positive ESG announcements and 9 observations are negative ESG announcements.   

When using large news databases there is a risk of missing relevant announcements and events due 
to insufficient keyword search. This will reduce the sample of data and thereby may result in less 
powerful results. The risk of insufficient keyword search is reduced in this thesis because the event 
study is based on H&M as a case company. Both secondary databases, Factiva and Bloomberg, offers 
a feature in which one can obtain all news related to specific companies. In addition, Bloomberg have 
a specific ESG filter which is used when collecting data. 

Thereby the data collection approach of this thesis leaves a small risk of missing announcements and 
events based on keyword search. 

Data period 
On H&M’s website all announcements published by H&M through the years can be obtained (H&M 
Group.). 2012 is the year in which H&M began to publish sustainability announcements on a 
continuous basis. Based on the availability of data and the specified selection criteria the selected 
sample period is specified from 26.01.2012 to 31.12.2019. 



 16 

Selection criteria 
In order for data to be valid in terms of the aim of the event study all ESG announcements and news 
events obtained from both H&M’s website, Factiva and Bloomberg are screened in order to ensure 
that only one announcement occurred on each event date. Thereby announcements containing 
significant news related to other activities are excluded from the sample in order to reduce the risk of 
including confounding effects. 

Additionally, the ESG information announced by H&M has to contain actual action or reporting of 
ESG performance or announcements of H&M being awarded or evaluated on their ESG performance. 
These criteria are selected because H&M publish a number of announcements, some containing only 
suggestions for sustainability work. These types of announcements are not directly linked to H&M 
and thereby do not represent an announcement which the stock market will react to. 

Subsequently to selecting the appropriate sample size, stock market prices for the H&M stock and 
the Nasdaq Stockholm market benchmark are obtained from Nasdaq Nordic in order to perform the 
event study. 

The event study is conducted by calculating abnormal returns during the data period in order to 
identify if returns are affected by the announcements. The abnormal returns are then accumulated and 
tested for significance. In the following sections the event study design will be elaborated. 

Event window 
When conducting an event study an event window, during which stock prices are analyzed, must be 
defined. The day of the announcement is defined as the event day (day 0), but typically an event 
window exceeding the event day is specified. According to MacKinlay (1997) “This captures the 
price effects of announcements which occur after the stock market closes on the announcement day” 
(Mackinlay, 1997, p.15). Expanding the event window also deals with the issue of event uncertainty 
(Flammer, 2013, p.8). Event uncertainty occur when the publication date of an event is not the date 
of the actual event. Event uncertainty can arise when announcements are published by other sources 
than the company.  

Within the finance literature of event studies, it has been argued that the event window should not be 
expanded too much as this will reduce the power of results and of the statistical tests performed to 
verify results. McWilliams & Siegel (1997) argues that defining longer event windows will increase 
the risk of including confounding events which will reduce the reliability of event study results 
(McWilliams & Siegel, 1997). 

In terms of the announcements collected from H&M’s website the publication date is assumed to be 
equal to the actual event date as H&M is the first to publish these announcements. In regard to the 
ESG announcements obtained from Factiva and Bloomberg the actual event day of these 
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announcements are associated with a degree of uncertainty as the publication date of these 
announcements may not be equal to the actual event date. 

In this thesis an event window of -1,1 days are used in order to consider both delayed price effects 
after the stock market close and in order to deal with any event uncertainty related to the 
announcements obtained from Factiva and Bloomberg. 

The event study will test the robustness of the results obtained in event window -1,1 by expanding 
the event window. A variety of event windows will be tested because it may take time for the market 
to fully understand the features of certain events such as ESG information. 

3.3.2 Calculating Abnormal Returns 
In order to investigate if the stock market values ESG information related to H&M abnormal returns 
of the sample of ESG and financial announcements are estimated.  

Abnormal return is the realized return minus the “normal return”. 

Abnormal return : 𝑅!" = 𝐾!" + 𝐸!" (Khotari & Warner, 2006) 

𝑅!" = return conditional on event, 𝐾!" = normal return, 𝐸!" = the component of return which is 
abnormal 

Realized returns: 
The realized returns (𝑅!") are calculated as: 

	

𝑅𝑒𝑎𝑙𝑖𝑧𝑒𝑑	𝑟𝑒𝑡𝑢𝑟𝑛 = 	ln	(
𝐶𝑙𝑜𝑠𝑒	𝑎𝑑𝑗"
𝐶𝑙𝑜𝑠𝑒	𝑎𝑑𝑗"#$

) 

(Strong, 1992, p.535) 

Where “Close adj.” is the stock price at closing adjusted for any dividends. 

Realized returns are calculated as logarithmic returns as opposed to discrete returns. Logarithmic 
returns assume that returns are compounded continuously rather than across periods. Theoretically 
this implicates that sub-period returns can simply be added together. Additionally, according to 
Strong (1992) “… logarithmic returns are more likely to be normally distributed…” (Strong, 1992, 
p.535). These two features of logarithmic returns are attractive when conducting event studies as 
returns are accumulated and the event study methodology relies on a number of assumptions including 
normality.  

There are various methods which can be applied to estimate the normal return (𝐾!") for instance a 
benchmark, historical returns or risk adjusted returns can be applied. In this thesis risk adjusted returns 
are estimated based on the market model. 
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Industry adjusted realized returns 
Prior to estimating the normal return with the market model in order to calculated abnormal returns, 
the realized returns of H&M are cleaned for industry noise. On Nasdaq Stockholm each stock is 
assigned an industry code (ICB code). H&M belongs to industry code 5300 (Nasdaq, 2020). In order 
to cancel out industry noise in H&M’s abnormal returns, average stock prices of industry code 5300 
are collected from Nasdaq and industry realized returns are calculated and subtracted from H&M’s 
realized returns. By using H&M’s industry adjusted realized returns throughout the event study 
industry effects on H&M’s abnormal returns are removed.  

Market model 
The market model is applied because its underlying assumptions are more realistic than the 
assumptions of other statistical models. Furthermore, the market model is found to be better suited 
for statistical testing which will be applied in this event study.  

When estimating the normal risk adjusted return a statistical model or an economic model can be 
applied. In this thesis the statistical market model is applied to estimate the normal risk adjusted 
return. A statistical model is chosen above an economic model because the economic models rely on 
a number of assumptions related to investor behavior (Mackinlay, 1997), thereby making the event 
study results sensitive to these assumptions. During the 1970s the economic model CAPM was the 
most commonly used model in event studies, however the underlying assumptions of CAPM has been 
questioned by a large number of studies finding empirical results deviating from CAPM’s predictions 
(Mackinlay, 1997, p.19). 

The market model is the most commonly used model within event studies, which is due to the fact 
that the market model has a number of benefits above other statistical models (Mackinlay, 1997). 
In contrast to other statistical models, used to estimate the normal return, the market model makes no 
assumptions regarding how the stock price of a firm is established (Strong, 1992, p.537). In contrast, 
the mean adjusted returns model assumes that the expected return of a stock is constant and thereby 
also assumes that risk premium, interest rates and the security’s risk are constant (Strong, 1992, 
p.536). Another statistical model, the market adjusted return model, assumes that expected returns 
are the same for all securities and thereby equal to the expected market return (Strong, 1992, p.536). 

Additionally the market model is found to be better suited for statistical testing because the model 
produces smaller variances of abnormal returns and smaller correlations across abnormal returns and 
thereby the data is better fitted for a t-test (Strong, 1992, p.538). 

Market model: 

𝑅!" =	𝛼! + 𝛽! ∗ 𝑅%" + 𝜀!"  (Mackinlay, 1997,p.18) 

where: 
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𝑅!" = 𝑟𝑒𝑡𝑢𝑟𝑛	𝑜𝑛	𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑦	𝑖	𝑎𝑡	𝑡𝑖𝑚𝑒	𝑡 

𝑅%" = 𝑚𝑎𝑟𝑘𝑒𝑡	𝑟𝑒𝑡𝑢𝑟𝑛	𝑎𝑡	𝑡𝑖𝑚𝑒	𝑡 

𝜀!" = 𝑒𝑟𝑟𝑜𝑟	𝑡𝑒𝑟𝑚	𝑤𝑖𝑡ℎ	𝑧𝑒𝑟𝑜	𝑚𝑒𝑎𝑛	𝑎𝑛𝑑	𝑢𝑛𝑐𝑜𝑟𝑟𝑒𝑙𝑎𝑡𝑒𝑑	𝑡𝑜	𝑅%"	𝑎𝑛𝑑	𝑅!" 

𝛼! = 𝑖𝑛𝑡𝑒𝑟𝑐𝑒𝑝𝑡	𝑏𝑒𝑡𝑤𝑒𝑒𝑛	𝑠𝑡𝑜𝑐𝑘	𝑖	𝑎𝑛𝑑	𝑏𝑒𝑛𝑐ℎ𝑚𝑎𝑟𝑘	𝑖𝑛𝑑𝑒𝑥 

𝛽! = 𝑆𝑙𝑜𝑝𝑒	𝑏𝑒𝑡𝑤𝑒𝑒𝑛	𝑠𝑡𝑜𝑐𝑘	𝑖	𝑎𝑛𝑑	𝑏𝑒𝑛𝑐ℎ𝑚𝑎𝑟𝑘	𝑖𝑛𝑑𝑒𝑥 

 

The parameters 𝛼! 	𝑎𝑛𝑑	𝛽! are estimated using the ordinary least squares (OLS) regression model by 
regressing the industry adjusted realized returns of the H&M stock against the realized return of 
Nasdaq Stockholm for each estimation window.  

The OLS model is given by 𝑦! =	𝛽& +	𝛽$𝑥$ +	𝜀! and provides a model of the linear relationship 
between the independent variable x and the dependent variable y. The error term 𝜀! describes the 
influences on y not described by the linear relationship between x and y (Newbold, Carlson, & 
Thorne, 2013, p. 422). The OLS method estimates 𝛽&	𝑎𝑛𝑑	𝛽$ so that the difference between predicted 
y and observed y are minimized (Newbold, Carlson, & Thorne, 2013, p. 423). 
 
OLS is the most commonly used regression method within the event study literature (Aouadi & 
Marsat, 2016; Flammer, 2013). Brown and Warner (1985) tested a number of alternative methods for 
estimating 𝛼! 	𝑎𝑛𝑑	𝛽! and obtained similar results as those obtained when estimated by OLS. Thereby 
Brown and Warner concluded that the alternative methods did not improve “…the specification or 
power of the tests” (Brown & Warner, 1985, p.18). 
 
In this event study the OLS method is initially applied when estimating 𝛼! 	𝑎𝑛𝑑	𝛽! used in the market 
model. In section 5.2 an alternative model will be applied as a robustness test of the obtained results.  
 
Estimation Window 
The estimation window is the period specified in order to estimate 𝛼! 	𝑎𝑛𝑑	𝛽!, which are used to 
estimate the normal return. When defining the estimation window there are a number of factors to 
consider. When applying daily data these return data will deviate from the normal distribution more 
than weekly or monthly data. In research a wide range of estimation window lengths has been applied, 
Flammer (2013) applied an estimation window of 200 days, Mackinlay (1997) applied a period of 
250 days and Stronger (1992) reports that researchers have used periods spanning from 60 to 600 
days. By applying a long estimation window, a representative estimate of the normal returns is 
obtained. An estimation window of 120 days is applied in this event study. 
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Another aspect to consider is whether or not to include announcements in the estimation windows. 
Typically the estimation window will be closed at the time of the event, in order to exclude any 
abnormal returns in the estimation of 𝛼! 	𝑎𝑛𝑑	𝛽! (Strong, 1992, p.538). However, because of the 
frequency of data in this dataset it is not possible to obtain an estimation window before each 
announcement (event day) with a satisfying length in order to estimate 𝛼! 	𝑎𝑛𝑑	𝛽!. Therefore, the 
identified financial and ESG announcements are removed from the dataset when estimating normal 
returns (𝛼! 	𝑎𝑛𝑑	𝛽!.). Alternatively, the estimation window would have to be cut very short, in some 
cases events occurred within the same month, or events could have been included in the estimation 
window, which would create a biased estimate of normal returns (MacKinlay 1997, p.8). 

3.3.3 AAR and CAAR 
In order to identify how the stock market reacts to ESG and financial announcements related to H&M 
average abnormal returns (AAR) and cumulative average abnormal returns (CAAR) are calculated. 

AAR is an average of all abnormal returns obtained from the sample. Abnormal returns are aggregated 
individually for financial announcements, positive and negative ESG announcements. The abnormal 
returns of each sample are aggregated on event day level.  

𝐴𝐴𝑅	 =
1
𝑁J𝐴𝑅!,"

(

!)$

 

(Mackinlay, 1997, p.24) 

Cumulative average abnormal return (CAAR) measures how much the realized H&M stock prices 
deviates from its expected stock prices on an aggregated level during a specified event window.  

The formula for cumulative average abnormal return for an event window is given by:  

𝐶𝐴𝐴𝑅	(𝑡$, 𝑡*) =
1
𝑁J𝐶𝐴𝑅!

(

!)$

(𝑡$, 𝑡*) 

(Mackinlay, 1997, p.24) 

Where the event window is defined by 𝑡$, 𝑡*, which is measured by accumulating AR during the 
specified event window.  

By calculating AAR and CAAR the significance of abnormal returns of the sample of H&M stock 
returns can be estimated on an aggregated level for all announcements included in the samples.  
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3.3.4 T-test 
In this event study the one sample t-test is applied in order to test the significance of the abnormal 
returns. The one sample t-test test the null hypothesis that abnormal returns are equal to zero against 
the alternative hypothesis that abnormal returns are significantly different from zero.  
The one sample t-test applies two important assumptions regarding the sample, one is that the sample 
follows a t-distribution. The second assumption is that the dataset should be free from extreme outliers 
(Newbold et al., 2013, p. 362). These two assumptions will be tested in section 5.2.3.  
 
The t-test formula is given by 

𝑡 = 	
�̅� − 	𝜇
𝑠/√𝑛

 

 

Where 𝐻&	𝑖𝑠	𝑟𝑒𝑗𝑒𝑐𝑡𝑒𝑑	𝑖𝑓	
+̅#	.
//√2

>	 𝑡2#$,3		𝑜𝑟	
+̅#	.
//√2

< −	𝑡2#$,3	 

 
(Newbold, Carlson, & Thorne, 2013, p.363) 
 
where �̅�	is equal to sample mean, 𝜇 is equal to population mean and s is equal to sample standard 
deviation. 
 
T-tests are performed on an aggregated level for all samples of announcements using the following 
formulas (Author’s own construction): 
 

𝑡 − 𝑡𝑒𝑠𝑡	𝑜𝑓	𝐶𝐴𝐴𝑅 = 	
𝐶𝐴𝐴𝑅

𝑠/U𝑛𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑑𝑎𝑦𝑠	𝑖𝑛	𝑒𝑣𝑒𝑛𝑡	𝑤𝑖𝑛𝑑𝑜𝑤
 

 
where s = standard deviation of AAR 
 
In order to determine if CAAR are significant during the data period the calculated t-values are 
compared to critical t-values which are identified through the excel formula T.INV.2T which is based 
on degrees of freedom and alpha (probability). 
 
Degrees of freedom = N – 1 which in this event study is equal to 61 – 1 for ESG announcements and 
74 - 1 for financial announcements (Newbold, Carlson, & Thorne, 2013, p.299). 
 
The applied significance level refers to the probability of making a type 1 error, rejecting a true null 
hypothesis (Newbold, Carlson, & Thorne, 2013, p. 349). 
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In this event study the tested null hypothesis is that the samples of H&M’s abnormal stock returns 
are equal to 0.  
 
In this event study the following critical t-values are estimated for ESG announcements: 
 

o Critical t-value at 1 % significance = 2,66 
o Critical t-value at 5 % significance = 2,00 
o Critical t-value at 10 % significance = 1,67 

 
The below critical t-values are estimated for financial announcements 

o Critical t-value at 1 % significance = 2,64 
o Critical t-value at 5 % significance = 1,99 
o Critical t-value at 10 % significance = 1,66 

 
Note that throughout this thesis comma is used as decimal separators as all calculations are conducted 
in a Danish excel version. 
 
3.4 Robustness Tests 
In section 5.2 a number of robustness tests will be carried out in order to verify the results obtained 
in the event study. 
 
3.4.1 Test of OLS Assumptions 
In section 3.3.2 it is discussed why the market model is chosen as the most appropriate model to 
estimate the normal return of H&M’s stock. When applying the market model, the three parameters 
𝛼! , 𝛽! 	𝑎𝑛𝑑	𝑅%" must be estimated. 𝑅%" is equal to the return of Nasdaq Stockholm while 𝛼! 	𝑎𝑛𝑑	𝛽! 
are estimated using an ordinary least squares (OLS) regression. 
 
The OLS model is given by 𝑦! =	𝛽& +	𝛽$𝑥$ +	𝜀! 	where 𝜀! 	is assumed to be normally distributed 
with a mean of zero and a variance of 𝜎* (Newbold, Carlson, & Thorne, 2013, p. 423). 
The assumption of a normal distribution can be relaxed according to the central limit theorem, stating 
that as the sample grows larger the distribution will become approximately normally distributed 
(Newbold, Carlson, & Thorne, 2013, p. 254). 
 
The OLS method assign equal weight to each observation. Thereby the assumption that the error term 
is homoscedastic, meaning that the variance in the errors is constant, is important as extreme values 
can influence the slope of the regression line (Newbold, Carlson, & Thorne, 2013, p. 424). 
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A lack of homoscedasticity will lower the precision of the estimated 𝛼! 	𝑎𝑛𝑑		𝛽! because the higher 
level of variance will result in estimates which are further away from the population value. 
 
The error term 𝜀! describes the influences on y not explained by x, thereby it is the relationship 
between x and y which must be analyzed in order to verify the assumptions of 𝜀! (Newbold, Carlson, 
& Thorne, 2013, p. 423). 
The assumption that the error term 𝜀! is normally distributed is tested graphicly through a histogram 
and a normal probability plot in section 5.2.1.1 In order to verify the graphic interpretation of 
normality a Jarque-Bera test is performed. 
 
The Jarque-Bera test is a test of normality of the data distribution of a sample. The test relies on the 
descriptive measures skewness and kurtosis which describes the symmetry and the weight in the tails 
of a distribution. A normal distribution has a skewness equal to 0 and kurtosis equal to 3 (Newbold, 
Carlson, & Thorne, 2013, p. 611). 
 
Jarque-Bera test: 

𝐽𝐵 = 𝑛 Z
(𝑠𝑘𝑒𝑤𝑛𝑒𝑠𝑠)*

6 +
(𝑘𝑢𝑟𝑡𝑜𝑠𝑖𝑠 − 3)*

24 _ 

 
A test statistics JB equal to zero, indicate that the sample data is normally distributed, while a JB 
further away from zero indicate that data are not normally distributed (Newbold, Carlson, & Thorne, 
2013, p. 611). 
 
In section 5.2.1.2 the second assumption, the error term 𝜀! is homoscedastic, is tested by a scatterplot 
of residuals and fitted values. Additionally, a one-way ANOVA model is estimated in order to test 
the assumption of homoscedasticity. 
 
3.4.1.1. ANOVA Model 
The one-way ANOVA model test the null hypothesis stating that the population means of K number 
of groups are equal. This hypothesis is tested by calculating a common mean and two estimates, MSG 
and MSW, measuring how the groups vary from the common mean (Newbold, Carlson, & Thorne, 
2013, p. 648). 
 
The decision rule is: 

𝑅𝑒𝑗𝑒𝑐𝑡	𝐻&	𝑖𝑓	
𝑀𝑆𝐺
𝑀𝑆𝑊 	> 	𝐹4#$,2#4,3		  

Where: 
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MSG	=	mean	squares	between	groups	
MSW	=	mean	squares	within	groups	
(Newbold, Carlson, & Thorne, 2013, p. 652) 
 
The mechanics of the ANOVA model is that the total variance (SST) is divided into the variance 
between groups (SSG) and the variance within groups (SSW). The variance between groups (SSG) 
is the part of SST explained by x. The variance within groups (SSW) is the part of SST not explained 
by x (Newbold, Carlson, & Thorne, 2013, p. 650). 
 
SSG	=	sum	of	squares	between	groups:	

o ∑(𝑥5e −	𝑥5f 	)*	where	𝑥5e = 𝑚𝑒𝑎𝑛	𝑤𝑖𝑡ℎ𝑖𝑛	𝑔𝑟𝑜𝑢𝑝	𝑎𝑛𝑑	𝑥5f = 𝑜𝑣𝑒𝑟𝑎𝑙𝑙	𝑚𝑒𝑎𝑛	
SSW	=	sum	of	squares	within	groups:	

o ∑(𝑥! − 𝑥5e)*	where	𝑥! = 𝑠𝑎𝑚𝑝𝑙𝑒	𝑜𝑏𝑠𝑒𝑟𝑣𝑎𝑡𝑖𝑜𝑛	𝑎𝑛𝑑	𝑥5e = 𝑚𝑒𝑎𝑛	𝑤𝑖𝑡ℎ𝑖𝑛	𝑔𝑟𝑜𝑢𝑝	
(Newbold, Carlson, & Thorne, 2013, p. 650) 
 
If the null hypothesis is true both SSG and SSW can be used to estimate the common variance. The 
two estimates of the common variance derived from SSG and SSW are: 
 

𝑀𝑆𝐺 =
𝑆𝑆𝐺
𝐾 − 1
	

 

𝑀𝑆𝑊 =
𝑆𝑆𝑊
𝑛 − 𝐾 

Where: 
K	=	number	of	groups	
K	–	1	=	numerator	degrees	of	freedom	and	n	–	K	=	denominator	degrees	of	freedom	
(Newbold, Carlson, & Thorne, 2013, p. 652). 
 
If 𝐻&	is true we expect MSG and MSW to be approximately equal resulting in a f-ratio close to 1 
(Newbold, Carlson, & Thorne, 2013, p. 651). 
 
3.4.2 WLS Method 
In section 5.2.2 the weighted least squares (WLS) model is applied in order to estimate 𝛼! 	𝑎𝑛𝑑	𝛽! 
which are used in the market model to determine the normal return. The WLS model can be applied 
instead of the OLS model in order to correct for lack of homoscedastic errors. 
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In the WLS model the error term 𝜀! is not constant and covariances are zero (Suárez, Pérez, Rivera, 
& Martínez, 2017, p.117). The WLS model is transformed from the OLS model 𝑦! =	𝛽& +	𝛽$𝑥$ +
	𝜀! to 

𝑦!

𝑥! 	
$
*
=	

𝛽&

𝑥! 	
$
*
+	𝛽$

𝑥$

𝑥! 	
$
*
+	

𝜀!

𝑥! 	
$
*
 

 
(Suárez, Pérez, Rivera, & Martínez, 2017, p.118, 123) 

By dividing the coefficients by 𝑥! 	
!
" observations with high variance are given a smaller level of weight 

and observations with low variance are given high weights. Thereby, in contrast to the OLS, the WLS 
method will not assign too much weight to outliers otherwise leading to less precise estimates of 𝛼! ,
𝛽! . 
 
3.4.3 Test for Normal Distribution and Outliers of AAR  
In section 5.1 the one-sample t-test is applied in order to determine if abnormal returns during the 
data period of the samples are significantly different from 0. 
The one sample t-test applies two important assumptions regarding the sample, one is that the sample 
follows a t-distribution. The second assumption is that the dataset should be free from extreme outliers 
(Newbold et al., 2013, p. 362). 
 
A t-distribution has a similar shape to the normal distribution, bell shaped, but with fatter tails 
(Newbold et al., 2013, p. 298). The t-distribution assumes a normal distributed population, and that 
the distribution will resemble a normal distribution as the sample grows larger (Newbold et al., 2013, 
p. 298). 
 

The T-statistics is given by 𝑡 = 	 +̅#	.
//√2

 . The denominator is a measure of variability which indicate 

how accurate the sample estimates the mean of the population. If data has a non-normal distribution 
with extreme values (or outliers) the estimated sample variance will increase and thereby the t-
statistics will decrease. This will result in the sample’s significance levels and p-values being further 
away from the significance levels and p-values of true population. 
The assumption of data being normally distributed is tested graphicly through a histogram and a QQ-
plot of AAR. In order to verify the graphic interpretation of normality a Jarque-Bera test is performed. 
The assumption that the sample is free from outliers is tested through a QQ-plot and a boxplot of 
AAR. 
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4. Company Presentation of H&M Group 
In this section an introduction to the case company H&M is given in order to elaborated on how H&M 
has incorporated ESG factors into its corporate strategy and business model. 
 
H&M opened its first Hennes store in 1947 in Sweden. Since then H&M has opened around 5000 
stores in 74 markets. H&M Group consists of eight brands including H&M, H&M Home, COS, & 
Other Stories, Monki, Weekday, Arket and Afound (H&M Group, 2020b).  
 
H&M’s current vision is built around sustainability, the vision is “for the H&M Group to lead the 
change towards circular and climate positive fashion while being a fair and equal company” (H&M 
Group, 2018, p.13).  
H&M has received an A-list score on CDP’s list for climate change (H&M Group, 2020c)1. 
Additionally, H&M has received a number of sustainability awards and is included in the prestigious 
Dow Jones Sustainability index and FTSE4Good index (H&M Group, 2018), which underlines their 
status as an ESG conscious corporation. 
 
ESG Reporting 
Every year H&M publishes a sustainability report in order to inform shareholders and stakeholder of 
the ESG initiatives actioned and ESG goals obtained within the latest year. The comprehensive report 
also signals transparency to stakeholders related to corporate behavior. 
In 2020 H&M Group was ranked number one in the latest Fashion Transparency Index (Fashion 
Revolution, 2020). The rank is based on H&M’s disclosure of suppliers, supply chain practices and 
H&M’s social and environmental impact. In addition to publishing sustainability reports, H&M has 
also increased transparency to direct customers by adding a feature in online stores which enables the 
customer to trace products to the specific factory in which it has been produced (H&M Group, 2020, 
p.20). 
 
Sustainability throughout H&M’s Value Chain 
As H&M’s vision is built around sustainability it is naturally integrated and considered throughout 
the value chain.  
In terms of product design, H&M have specific collections produced of 100% recycled materials. 
Additionally H&M collaborate and invest in innovative companies who provide solutions to make 
production of fabric materials more sustainable (H&M Group, 2018, p.24). For instance, H&M has 
invested in re:newcell, a company developing recycling technology, and has also collaborated with 

 
1 CDP is a non-profit organization which independently assess companies and rate their disclosure, awareness and 
management of environmental risks. 
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Hong Kong Research Institute of Textiles and Apparels to develop new recycling technology 
(appendix 1, table 1A).  
 
Production 
H&M does not own any factories and as a results production is instead outsourced to independent 
factories primarily located in Asia. Even though all H&M production is outsourced an important 
aspect of H&M’s ESG goals are embodied within production. H&M has a goal stating that by 2030 
100% of all production materials must be recycled or sourced from other sustainable materials. In 
2018 H&M reported that 57 % of all production materials were sustainable or recycled (H&M Group, 
2018, p.31). The goal is secured by a requirement for all suppliers to sign H&M’s Sustainability 
Commitment (H&M Group, 2018, p.95). 
 
H&M’s ESG goals reach beyond the scope of being environmentally conscious. H&M has a “100% 
Fair and Equal” ambition  which consist of a focus on 1) providing fair jobs for all within H&M group 
and H&M supply chain 2) Inclusion and diversity (H&M Group, 2018, p.63). The goal of providing 
fair jobs is secured through H&M’s Sustainability Commitment, signed by all suppliers, which 
include requirements of fair wages and working conditions (H&M Group, 2018, p.95). 
In order to secure transparency to stakeholders regarding these goals, H&M publish information on 
average monthly wages at H&M supplier factories, which exceeds minimum wages (H&M Group, 
2018, p.74). 
 
People 
Along with the focus on fair wages and working conditions within the supply chain, H&M directs 
high attention to diversity and inclusion within the organization. Within the H&M organization 60 % 
of the board of directors are female (H&M Group, 2018, p.61). In order to further direct attention to 
diversity and inclusion H&M brands have entered into partnerships with NGO’s promoting mental 
health (H&M Group, 2018, p.86). Additionally, the H&M group have launched commercial 
collections promoting positive body image, supporting breast cancer survivors and a pride collection 
(H&M Group, 2018, p.86). 
 
Governance  
H&M publish a separate report on governance with detailed information related to shareholder voting 
rights, which external regulations and internal controls H&M apply to, appointment of board of 
directors, selection auditors etc. (Hennes & Mauritz, 2018). 
In addition to the inclusion and diversity actions previously discussed H&M also has a high focus on 
anti-corruption. All H&M employees need to sign an anti-corruption policy titled “the code of ethics” 
which H&M states as important because they “.. operate in many different markets that have different 
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challenges and where the laws, environmental requirements and social conditions may differ” 
(Hennes & Mauritz, 2018, p.1). 
In terms of remuneration H&M only disclose guidelines of executive compensation, but no specific 
figures are reported (H&M Group, 2019). 
 
ESG Engagement within H&M Group 
In this section the case company H&M and the company’s work with ESG is introduced.  
H&M’s vision is to be an environmental and societal conscious corporation. The section above 
highlights the actions H&M has undertaken in order to implement this vision into corporate strategy 
and supply chain. H&M publish a sustainability report each year in order to highlight its ESG 
engagement to stakeholders. In addition to H&M’s own actions highlighting its ESG engagement 
H&M has received a number of sustainability awards, is included in prestigious sustainability indexes 
and has recently been ranked number one on the “Fashion Transparency Index”. These actions and 
events strengthen H&M’s image as an environmental and societal conscious company.  
 
In the current business environment an important component of corporate value is embodied in 
corporate reputation (Waddock, 2008). Brammer & Pavelin have identified social performance as a 
driver of corporate reputation (Brammer & Pavelin, 2006). These findings could indicate that H&M’s 
ESG engagement is a tool applied in order to improve corporate reputation and increase corporate 
value.  
 
In this thesis an event study will be conducted in order to investigate to what extent the stock market 
values ESG information related to H&M. The collected data will highlight that H&M has also 
received negative attention towards its ESG engagement as a result of negative events related to ESG 
behavior. As a result of the negative ESG events H&M has been accused of greenwashing its ESG 
engagement and products.  
H&M’s high focus on ESG engagement, the presence of negative attention towards ESG behavior 
and the effect of social performance on corporate reputation and value makes H&M an interesting 
case company in terms of investigating stock market valuation of ESG information.  
 
5. Empirical Event Study Results 
5.1 Event Study Results 
In this section hypothesis 1, the stock market reacts positively to positive ESG announcements and 
hypothesis 2, the stock market reacts negatively to negative ESG announcements are tested. 
Additionally, hypothesis 3, stating that stock market reactions to financial announcements are more 
significant than reactions to ESG announcements, is tested. The results are presented in table 1, 3 and 
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6 with CAAR and the associated t-statistics of respectively positive ESG, negative ESG and financial 
announcements stated for a variety of event windows. 
 
5.1.1 Positive ESG Announcements 
In this section the 52 positive ESG announcements identified during the data collection will be 
presented.  
In table 1 CAARs and t-statistics of positive ESG announcements are presented for a variety of event 
windows. 

Table 1 

Positive ESG Announcements 

Event Window CAAR T-statistic 
(-10,-6) -0,220% -1,114 
(-5,-3) 0,140% 0,915 
(-2,1) 0,383% 2,167** 
(0,1) 0,256% 2,052** 
(-1,1) 0,356% 2,327** 
(-1,2) 0,198% 1,122 
(1,3) -0,142% -0,927 
(1,5) -0,222% -1,122 
(5,10) -0,360% -1,665 

 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
The event window chosen in this event study, -1,1, has a CAAR of 0,356% with a t-statistic significant 
at the 5% level. Thereby supporting the hypothesis that the stock market reacts positively to positive 
ESG announcements.  
 
The event windows prior to and following the -2,1, -1,1 and 0,1 event windows have insignificant 
CAARs which indicate that the significance results of CAAR are not driven by trends unrelated to 
the events. 
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Graph 1 

 
 
Graph 1 above illustrate AAR and CAAR in a 7-day event window (-3,3) for all positive ESG 
announcements. The graph is presented as a visual supplement to table 1.  
 
Graph 1 illustrate that AAR experience its high points on event day -1, 0 and 1. After event day 1 
AAR and CAAR are again declining. The movement in AAR and CAAR before event day -1 and 
after event day 2 are assumed to be due to other coexisting events.  
 
In table 1 other event windows are also presented in order to test the significance levels of CAAR in 
the days surrounding the event day (0). In the event windows of 0,1 (2 days) and -2,1 (4 days) CAARs 
are still significant at a 5 % level. The high significance level of event window -2,1 is due to the fact 
that it incorporates event days -1, 0 and 1 which are equal to the highest points of AAR. Event window 
0,1 display that CAARs are still significant at a 2-day window and indicate that day 0 is the correct 
time of event as the highest level of AAR occur on day 0. 
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Table 2 

Positive ESG Announcements 

Event Window Day AAR SD AAR 
-4 0,086% 0,485% 
-3 -0,014% 0,561% 
-2 0,027% 0,908% 
-1 0,100% 0,488% 
0 0,138% 0,460% 
1 0,119% 0,652% 
2 -0,158% 0,977% 
3 -0,103% 0,623% 
4 0,091% 0,616% 

 
In table 2 standard deviations of AAR in event windows -4,4 are presented.  
The standard deviations of AAR in event window (-1,1) are small which indicate small differences 
in stock market reactions to positive ESG announcements. In contrast the standard deviation of event 
day -2 is 0,9%, which indicate larger differences in market reactions on this event day. As a 
consequence, of the differences in standard deviations, the t-statistics of event windows 0,1 and -1,1 
can be interpreted with a higher level of reliability than the event window -2,1 which incorporates 
day -2. 
 
Concluding Remarks on Positive ESG Announcements 
The event study results of positive ESG announcements report that CAAR are significant at a 5% 
level in the event window -1,1, thereby supporting hypothesis 1 stating that the stock market will 
react positively to positive announcements. To further support hypothesis 1 CAAR is also significant 
at a 5% level in event window 0,1, and standard deviations of AAR in event days -1 to 1 are small 
reflecting consistency in market reactions. Event windows prior to day -2 and after day 1 are 
insignificant indicating that the events are the drivers of significance in event window -1,1.  
 
5.1.2 Negative ESG Announcements  
In this section the event study results of the stock market reactions to negative ESG announcements 
will be presented. During the data collection 9 negative ESG announcements were identified. The 
implications of the small sample of negative announcements will be discussed in section 6.2.  
 
Table 3 below present CAARs and t-statistics of negative ESG announcements for a variety of event 
windows.  
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Table 3 

Negative ESG Announcements 

Event Window CAAR T-statistic 
(-10,-6)  0,108%  0,168 
(-5,- 3) -0,538% -1,076 
(-2,1) -1,782% -3,088*** 
(0,1) -0,694% -1,701* 
(-1,1) -1,278% -2,557** 
(-1,2) -0,993% -1,720* 
(1,3) -0,351% -0,702 
(1,5) -0,547% -0,847 
(5,10)  0,397%  0,561 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
The event window chosen in this event study, -1,1, has a CAAR of -1,278% with a t-statistic 
significant at the 5% level. Thereby supporting the hypothesis that the stock market reacts negatively 
to negative ESG announcements.  
 
In table 3 other event windows are also presented in order to test the level of significance of CAAR 
in the days surrounding the event day (0). In the event windows -2,1 (4 days), 0,1 (2 days) and -1,2 
(4 days) CAARs are significant at respectively a 1%, 10% and 5 % level. 
In the event windows prior to and following event windows (-2,1), (0,1), (-1,1) and (-1,2) CAARs are 
insignificant which indicate that the significant t-statistics results are due to the negative ESG 
announcements and not driven by trends unrelated to the events 
 
Graph 2 and table 4 below display that AAR experience its lowest (highest in absolute terms) points 
on event day -2, -1 and 1. As the event window -2,1 incorporates all three days this is also the event 
window in which CAAR is most significant. Day -2 have the largest standard deviation, 1,14%, of all 
days (see table 4) which makes the t-statistics of CAAR less reliable than the chosen event window 
of -1,1 which has much smaller standard deviations of 0,6% , 0,4% and 0,5%. The difference in 
standard deviations indicate that negative stock market reactions to negative ESG announcements are 
more consistent in event window -1,1 than in event window -2,1.  
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Table 4 

Negative Announcements 

Event Window Day AAR SD AAR 
-4 -0,130% 0,658% 
-3 -0,216% 0,594% 
-2 -0,504% 1,146% 
-1 -0,584% 0,623% 
0 -0,266% 0,390% 
1 -0,427% 0,554% 
2 0,285% 0,469% 
3 -0,208% 0,662% 
4 -0,031% 0,353% 

  
Graph 2 

 
 
Graph 2 above illustrate AAR and CAAR of negative ESG announcements in a 7-day event window 
(-3,3).  
Movements in AAR are larger on day -2, -1 and 1 than movements on day 0. This pattern raises a 
question regarding the actual event day. Negative ESG announcements are collected through Factiva 
and Bloomberg and thereby the event day is specified as the published date, however the 
announcements may have been published elsewhere on an earlier date.  
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Table 3, stating significance levels of CAAR, also displays a drop in the significance level of event 
window 0,1 to 10%. According to the efficient market hypothesis new information is reflected in stock 
prices, hence the largest movements in the stock price are expected to be centered around the event 
day. The negative ESG announcements are collected from external sources than H&M and thereby 
the lower significance level around the specified event day may indicate that event day 0 is not the 
actual event day and thereby part of the stock market reactions are not captured by event window 0,1. 
 
If the actual event day occurs on day -2 this would explain why AAR has its high points on day -2 
and -1. Furthermore, it would explain why event window -2,1 and -1,1 are significant on a 1% and 
5% level while event window 0,1 is only significant at a 10% level. Furthermore, if the actual event 
day occurs on day -2, the unexplained movement from day 0 to 1 can be assumed to be unrelated to 
the event.  
Table 5 and graph 3 below illustrate significance levels and movements in AAR and CAAR if the 
actual event day occurs on day -2.  
 

Graph 3 
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Table 5 

Negative ESG Announcements, Event Day = -2 

Event Window CAAR T-statistic 
(-10,-6) -1,111% -1,723 
(-5,-3) -0,135% -0,270 
(-2,1) -1,434% -2,485** 
(0,1) -1,088% -2,667*** 
(-1,1) -1,304% -2,610** 
(-1,2) -1,570% -2,721*** 
(1,3) -1,277% -2,556** 
(1,5) -1,200% -1,860 
(5,10) -0,023% -0,033 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Table 5 and graph 3 above display that significance levels of CAAR and movements in AAR and 
CAAR if the event day occurs on day -2. These significance levels and movements are more in line 
with expectations, with the reactions centered around day 0 and 1. 
 
Concluding Remarks on Negative ESG Announcements 
Graph 2, displaying AAR and CAAR of negative ESG announcements, display unanticipated 
movements in event window -1,1. The graph illustrate an increase from day -1 to 0 and then a decrease 
from day 0 to 1. This movement may be due to the fact that the event day actually occurs on day 0 
and therefore AAR drops from day 0 to 1. Furthermore, the t-statistics reveal that CAARs are 
significant at a 1% level in event window -2,1, a 5 % level in event window -1,1 and at a 10% level 
in event window 0,1. In this section a test of the specified event day is conducted by moving the event 
day from day 0 to -2 as a results of the unanticipated movements detected in AAR and the dispersion 
of significance of CAARs in event windows. The results identify the high points of AAR on event 
day -1, 0 and 1 and CAARs significant at a 1% level in event windows 0,1, -1,1 and -1,2. These 
results suggest that the actual event day occurs on day -2 instead of day 0. 
It should be noted that event window -1,1 is also significant at a 5% level when day 0 is set as the 
event day. Thereby, whether the actual event day is on day 0 or -2 the event study results support 
hypothesis 2 stating that the stock market reacts negatively to negative ESG announcements, 
respectively on a 5% and 1% significance level. 
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5.1.3 Financial Announcements 
In this section the sample of 74 financial announcements will be presented. The financial 
announcements are included in the event study as a benchmark used to identify the magnitude of 
stock market reactions to ESG announcements.  
 
Table 6 below present CAARs and t-statistics for a variety of event windows. 

 
Table 6 

Financial Announcements 

Event Window CAAR T-statistic 
(-10,-6)  0,015% 0,081 
(-5,- 3)  0,148% 1,042 
(-2,1) -0,331% -2,022** 
(0,1) -0,528% -4,556*** 
(-1,1) -0,453% -3,196*** 
(-1,2) -0,507% -3,094*** 
(1,3) -0,453% -3,192*** 
(1,5) -0,374% -2,044** 
(5,10)  0,427% 2,129** 

*, ** and *** represents significance levels of 10%, 5% and 1% 

The results in section 5.1.1 and 5.1.2 found that both positive and negative ESG announcements are 
significant at a 5% level in event window -1,1. Table 6 above reports that financial announcements 
are significant at a 1 % level in event window -1,1. Thereby table 6 supports hypothesis 3, stating that 
stock market reactions to financial announcements are more significant than reactions to ESG 
announcements.  
 
Table 6 also reports significant CAARs at a 1% level in event windows 0,1 (2 days), -1,2 (4 days) 
and 1,3 (3 days). Furthermore, event window -2,1, 1,5 and 5,10 are also significant at a 5% level. 
According to the efficient markets hypothesis new information should be reflected by security prices. 
Thereby the results in table 6, reporting significant CAAR in event window 5,10, either challenge the 
validity of the efficient market hypothesis or the results may indicate that other events are causing this 
significance.  
 
Graph 4 and table 7 below reveal that AAR experience its lowest point on day 1, hereafter AAR 
increase back to normal. These movements suggest that the stock market quickly incorporate new 
financial information into stock prices. Table 7 reports large standard deviations on day 0 and 1, 
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indicating an inconsistency in how the stock market reacts to announcements on day 0 and 1. These 
standard deviations indicate that the t-statistics for event windows including these days are less 
reliable. 
 

Graph 4 

 
 

Table 7 

Financial Announcements 

Event Window Day AAR SD AAR 
-4  0,070% 0,493% 
-3 -0,003% 0,729% 
-2  0,122% 0,516% 
-1  0,074% 0,679% 
0 -0,038% 2,443% 
1 -0,489% 1,181% 
2 -0,053% 0,846% 
3  0,090% 0,595% 
4  0,018% 0,562% 

 
In order to investigate the large standard deviations on day 0 and 1 the data set are investigated further. 
The large deviations on day 1 can all be detected to be related to dividend announcements (see 
appendix 2), in contrast the deviations on day 0 are randomly scattered across announcement types. 
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In order to further investigate the impact of dividend announcements, table 8 below reports CAARs 
when dividend announcements are removed from the sample. See appendix 3 for standard deviations 
when dividend announcements are removed.  
 

Table 8       Table 9 
Financial Announcements - No Dividend 

Announcements 
 Dividend Announcements 

 
Event Window CAAR T-statistic  Event Window CAAR T-statistic 
(-10,-6) -0,090% -0,468  (-10,-6) 0,876% 1,325 
(-5,- 3) 0,225% 1,521  (-5,- 3) -0,491% -0,959 
(-2,1) -0,015% -0,086  (-2,1) -2,943% -4,976*** 
(0,1) -0,197% -1,629  (0,1) -3,256% -7,787*** 
(-1,1) -0,141% -0,955  (-1,1) -3,027% -5,911*** 
(-1,2) -0,151% -0,881  (-1,2) -3,445% -5,826*** 
(1,3) -0,086% -0,581  (1,3) -3,479% -6,793*** 
(1,5) 0,015% 0,076  (1,5) -3,583% -5,420*** 
(5,10) 0,462% 2,205  (5,10) 0,142% 0,196 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Table 8 reports that CAARs are insignificant in all event windows when dividend announcements are 
removed from the sample of financial announcements. Table 9 reports CAARs significant at a 1% 
level in event windows -2,1, 0,1, -1,1, -1,2, 1,3 and 1,5 when dividend announcements are analyzed 
separately. These results reveal that dividend announcements are the driver of the significance levels 
of abnormal returns on financial announcements. 
 
Concluding Remarks on Financial Announcements 
In this section, hypothesis 3, stating that stock market reactions to financial announcements are more 
significant than reactions to ESG announcements, are tested. Table 6 report that CAAR in event 
window -1,1 are significant at a 1% level, furthermore event windows 0,1, -1,2 and 1,3 are also 
significant at a 1% level while event windows -2,1, 1,5 and 5,10 are significant on a 5% level. Thereby 
the results of table 6 support hypothesis 3.  
However, an investigation of the large standard deviations in AAR on day 0 and 1, stated in table 7, 
resulted in the discovery that the significant results are due to reactions to dividend announcements. 
When dividend announcements are removed from the sample of financial announcements, CAARs 
are insignificant in all event windows. Thereby the support of hypothesis 3 relies on the inclusion of 
dividend announcements. Stock market reactions to other financial announcements, for instance: sales 
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development, quarterly and yearly financial reports, are identified as insignificant on a stand-alone 
basis.  
 
5.1.4 Difference in Significance Levels of Positive and Negative ESG Announcements  
In this section the differences in event study results of the positive and negative ESG announcements 
will briefly be discussed.  
 
Hypothesis 1 and 2, stating that the stock market reacts positively(negatively) to positive(negative) 
ESG announcements,  are both supported by the event study results identifying significant abnormal 
returns of ESG announcements. In event window -1,1 CAAR of positive ESG announcements are 
significant at a 5% level, while CAAR of negative ESG announcements are significant at a 1% or 5% 
level depending on the event day being equal to day -2 or 0. 
 
CAARs of negative ESG announcements are more significant relative to CAARs of positive ESG 
announcements, signaling that the stock market reacts more strongly to negative ESG announcements 
than they react to positive ESG announcements.  
 
In terms of significance, CAAR of negative ESG announcements are also significant in more event 
windows following the events relative to positive ESG announcements. 
CAAR of positive ESG announcements are insignificant after event window -1,1. In contrast CAAR 
of negative ESG announcements are insignificant after event window -1,2 when event day = 0 and 
after event window 1,3 when event day = -2. This deviation may reflect that the stock market is faster 
at capturing announcements when published by H&M, or it that it takes more time for the stock 
market to fully understand the features of negative ESG announcements. 
 
Standard deviations of AAR incorporated in event window -1,1 are at a low level for both positive 
and negative ESG announcements. This indicate that stock market reactions in event window -1,1 are 
consistent and thereby the reliability of the significance levels of CAARs are greater.  
 
5.1.5 Difference in Stock Market Reactions to ESG and Financial Announcements 
In this section the differences between the results of stock market reactions to ESG and financial 
announcements will be discussed. Firstly, the differences when dividend announcements are included 
will be discussed, and subsequently the differences when dividend announcements are excluded will 
be discussed.  
 
When dividend announcements are included in the sample of financial announcements CAAR of 
financial announcements are more significant than CAAR of both positive and negative ESG 
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announcements. For comparison, the t-statistics of CAAR of financial announcements in event 
window -1,1 is -3,196, for positive ESG announcements the t-statistics is equal to 2,327 and for 
negative ESG announcements the t-statistics is equal to -2,55 when the event day is set at day 0 and 
-2,61 when the event day is at day -2 in event window -1,1. In event window -1,1 CAAR of both 
positive and negative ESG announcements are significant at a 5% level while CAAR of financial 
announcements are significant at a 1 % level in event window -1,1.  
The significance levels of CAAR related to ESG announcements decrease to insignificant levels after 
event window -1,1 for positive ESG announcements and for negative ESG announcements after event 
window -1,2 and 1,3, depending on the event day being equal to day 0 or day -2. In contrast CAAR 
of financial announcements remain significant from event window -2,1 to 5,10. The differences may 
reflect that the stock market is faster at capturing ESG announcements compared to financial 
announcements. The lack of decline in significance of CAAR for financial announcements may also 
reflect that other events are impacting CAAR in the event windows further away from the event day.   
 
On event day 0 and 1 standard deviations for AAR of financial announcements are equal to 2,4% and 
1,2%. For ESG announcements standard deviations of positive ESG announcements are equal to 0,46 
on day 0 and 0,65 on day 1, for negative ESG announcements the standard deviation on day 0 is equal 
to 0,39 (1,14 if event day = day -2) on day 0 and 0,55 (0,62 if event day = day -2) on day 1. These 
differences reflect that stock market reactions to ESG announcements are more consistent, while 
stock market reactions to financial announcements are more fluctuating.  
 
In section 5.1.3 it is identified that the large deviations in financial announcements on event day 1 is 
due to dividend announcements. If dividend announcements are removed from the sample, the event 
study results are no longer in support of hypothesis 3. When removing dividend announcements, 
CAAR are insignificant in all event windows. Thereby, the event study reports that stock market 
reactions to ESG announcements are significant while reactions to financial announcements are not, 
when excluding dividend announcements. The fact that the significance level of financial 
announcements is dependent on the inclusion of dividend announcements are an interesting discovery 
which will be discussed further in section 6.1. 
 
5.2 Robustness Tests 
In this section a number of robustness tests are conducted in order to verify the event study results. 
The robustness tests are mainly focused on the assumptions and mechanics of the methods applied in 
the event study. 
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5.2.1 Test of OLS Assumptions 
In this section the assumptions of the OLS regression model will be tested. The OLS model assumes 
that the error term 𝜀! is normally distributed with a constant variance (homoscedastic) (Newbold, 
Carlson, & Thorne, 2013, p. 423). The OLS model is applied in order to estimate parameters 
𝛼! 	𝑎𝑛𝑑		𝛽! 	which are applied in the market model when estimating normal return. Thereby the OLS 
method highly affects the estimated normal return and thereby the abnormal return of both ESG and 
financial announcements.  
 
5.2.1.1 Test of Normality  
In this section the assumption that the error term 𝜀! is normally distributed is tested. 
Graph 5 and 6 below display the residuals (error term) in a histogram and in a normal probability 
plot.  
The histogram display that residuals are centered around the middle thereby displaying a bell shape. 
However, the histogram also suggests that the residuals have a high variance. The S-shape of the 
normal probability plot verifies the presence of high variance. 
 

Graph	5	-	Histogram	of	residuals	 	 Graph	6	-	Normal	probability	plot	of	
residuals	

	

	

	
In order to further investigate the assumption of normality, skewness and kurtosis of the residuals 
are calculated.  
Skewness is a measure of asymmetry in the distribution of data. Skewness of a normal distribution is 
equal to 0, and thereby skewness can be used as a measure of normality (Newbold, Carlson, & Thorne, 
2013, p. 611). 
Kurtosis is a measure of extreme values in the tails of the distribution, fatter tails equals a larger 
kurtosis measure. Kurtosis of a normal distribution is equal to 3 (Newbold, Carlson, & Thorne, 2013, 
p. 611). 
The below estimates of skewness and kurtosis and their related p-values are obtained from STATA: 
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Skewness  Kurtosis 
Skewness 0,111  Kurtosis 36,932 
Skewness, P-value 0,0416  Kurtosis, P-value 0 

 
Skewness of residuals across the entire data period are equal to 0,11 and thereby close to the skewness 
of a normal distribution. Kurtosis of the distribution of residuals is at a significantly higher level 
relative to the kurtosis of a normal distribution of 3. The large kurtosis reflects that the distribution 
contains a high level of extreme values placed in the tails of the distribution. 
Both p-values indicate that the residuals are not normally distributed. In order to verify this result, a 
Jarque-Bera test of residuals is also presented below: 
 

Jarque-Bera Test 
JB 96528,000 
JB, P-value 0,00 

 
The reported p-value of 0 specify that the probability of obtaining the skewness and kurtosis 
measures, when the null hypothesis stating that data are normally distributed is true, is equal to 0.  
Thereby the Jarque-Beta test verifies the results of the skewness and kurtosis test rejecting the null 
hypothesis stating that the residuals are normally distributed. 
It should be noted that 𝛼! 	𝑎𝑛𝑑		𝛽! 	are estimated based on a 120 day estimation window prior to the 
event day. Thereby 𝛼! 	𝑎𝑛𝑑		𝛽! 	are estimated for each individual announcement and therefore the data 
used to estimate individual 𝛼! 	𝑎𝑛𝑑		𝛽! 	are closer to a normal distribution, with lower levels of 
kurtosis, than the entire data period tested above.  
 
5.2.1.2.1 Test of Homoscedastic Residuals  
In this section the second assumption, residuals are homoscedastic, is tested as this is an important 
assumption when the OLS method is applied to estimate 𝛼! 	𝑎𝑛𝑑		𝛽! . 
Graph 7 presented below is a scatterplot of the residuals and the x-value (the realized returns of 
Nasdaq Stockholm). The graph is presented in order to investigate the assumption of homoscedastic 
error terms 𝜀! (residuals).  
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Graph 7 - Scatterplot of residuals vs fitted values 

 
 
The red line at 0 represents the predicted value of residuals. Thereby the distance between the residual 
points and the fitted line is a measure of the model’s ability to predict the y value at the given point.  
In order to classify the residuals as homoscedastic the residuals should be randomly distributed 
around the fitted line resulting in an approximately even distribution.  
The scatterplot above display an increase in residuals as the independent x-value approaches 0, 
moving to a decrease in residuals as the x-value moves past 0.   
The scatterplot also displays extreme values of residuals in both positive and negative terms.  
The unequal variances and extreme values observed in the scatterplot above indicate that residuals 
are not homoscedastic. As the OLS method assigns equal weight to each observation this has 
implications for the precision of the estimated 𝛼! 	𝑎𝑛𝑑	𝛽!. When each observation is assigned equal 
weights extreme values and observations placed far away from the mean will affect the slope of the 
regression line  
 
5.2.1.2.2 One-way Analysis of Variance (ANOVA) 
In this section an one-way ANOVA model is applied in order to verify or reject the interpretation of 
the scatterplot illustrating that residuals are not homoscedastic. 
The one-way ANOVA model test the null hypothesis that the population means of K number of 
groups are equal. This is done by producing two estimates of the population variance, MSG and 
MSW. In order for the null hypothesis to be true the two estimates, MSG and MSW, must be 
approximately equal (Newbold, Carlson, & Thorne, 2013, p. 651) – see section 3.4.1.1 for further 
details on the ANOVA model. 
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The error term 𝜀! describes the influences on y not explained by x, thereby the relationship between 
x and y must be approximately linear with equal variance in order for 𝜀! (residuals) to have a constant 
variance. In order to test this assumption an ANOVA model of realized returns of H&M and Nasdaq 
Stockholm are estimated below: 

Table 10 - ANOVA 

ANOVA 

Source of Variation SS df MS F P-value F crit 
Between Groups 0,007670908 1 0,007670908 152,284002 0,0000000 3,84376733 
Within Groups 0,203000695 4030 5,03724E-05 

   

Total 0,210671603 4031         

 
The ANOVA model above report a total variance of 0,2106%, with 0,0076 % of the variance 
explained by x. SSW is equal to 0,203% and thereby reflect that the variance caused by the error term 
𝜀! is larger than the variance explained by x (the model).  
 
Mean square between groups (MSG) and mean square within groups (MSW) are derived from sum 
of squares between groups (SSG) and sum of squares within groups (SSW) and are both estimates of 
the common variance. Thereby MSG and MSW should be approximately equal if the null hypothesis, 
stating that the variance between realized returns of H&M and Nasdaq are equal, is true. 
 
Table 10 suggest that the null hypothesis is not true. MSG and MSW are far from equal with a 
calculated f-value of 152 which is significantly above the critical F-value of 3,8. Thereby the 
calculated f-value suggest that the the null hypothesis, stating that the two groups share a common 
variance, is not true. Furthermore, the ANOVA model reports a p-value of 0, reflecting that, if the 
null hypothesis is true, the probability of obtaining the value reported in the ANOVA model is equal 
to 0. Therewith, the calculated p-value of 0 rejects the null hypothesis, the realized returns of H&M 
and Nasdaq Stockholm share a common variance. The rejection of the null hypothesis of the ANOVA 
model reflects that residuals are not homoscedastic.  
 
Concluding Remarks on Test of OLS Assumptions 
In this section the assumptions that the error term 𝜀! is normally distributed with a constant variance 
(homoscedastic) is tested. The test of normality reports a large variance in data, a smaller positive 
skewness in the distribution and a kurtosis significantly above the kurtosis measure of 3 assumed for 
a normal distribution. The Jarque-Bera test verify the results indicating that 𝜀! is not normally 
distributed. It should be noted that the OLS model has estimated 𝛼! 	𝑎𝑛𝑑		𝛽! 	based on a 120 day 
estimation window, and thereby these distributions are less extreme than the distribution of the entire 
data period tested in this section.  
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The results above indicate that the error term 𝜀! cannot be assumed to be normally distributed. 
However, the normality assumption can be relaxed as the sample grows larger, and thereby non-
normality of 𝜀! is not crucial for using the OLS method. The assumption of homoscedasticity of 𝜀! is 
far more important as OLS assigns equal weights to all observations. Thereby large deviations in 
variance and extreme values can significantly alter the slope of the regression line and thereby affect 
the precision of the estimations of 𝛼! 	𝑎𝑛𝑑	𝛽!. The scatterplot of residuals and the estimated ANOVA 
model both report results indicating that residuals (𝜀!) are not homoscedastic.  
As a result of the reported non-homoscedasticity of residuals the WLS method will be applied in 
section 5.2.2 as an alternative to the OLS method. WLS is applied in order to verify or reject the event 
study results found in section 5.1.  
 
5.2.2 WLS Method 
The WLS model assign weight to each individual observation based on the observation’s deviation 
from the mean. Thereby a large variance and the presence of extreme values does not alter the slope 
of the regression line used to estimate 𝛼! 	𝑎𝑛𝑑	𝛽! as reported when applying the OLS model. 
 
Tables 11, 12 and 14 below present the reported CAARs and attached t-statistics for financial, positive 
and negative ESG announcements when the WLS method is applied. The weights are estimated in 
STATA and a new regression, with assigned weights, are estimated. 
 

Table 11 

Positive ESG Announcements - WLS 

Event Window CAAR T-statistic 
(-10,-6) -0,232% -1,147 
(-5,-3) 0,147% 0,936 
(-2,1) 0,343% 1,891* 
(0,1) 0,250% 1,952* 
(-1,1) 0,339% 2,163** 
(-1,2) 0,182% 1,004 
(1,3) -0,138% -0,877 
(1,5) -0,249% -1,229 
(5,10) -0,369% -1,661 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Table 11 above reports that CAAR of positive ESG announcements are significant on a 5% level in 
event window -1,1 when the WLS method is applied. In section 5.1.1, when the OLS model are 
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applied, the t-statistic of event window -1,1 are 2,327, thereby the OLS model report a slightly larger 
significance in CAAR than the WLS model.  
On an aggregated level the WLS model identifies the same significance results as the OLS model. 
Hypothesis 1 is supported by the reported CAAR significant on a 5% level in event window -1,1 and 
the insignificance in the following event windows. The standard deviations of AAR during the event 
window are also at the same low level reflecting consistency in market reactions (see appendix 5.A).  
 
The difference between the results obtained from the two methods is that WLS report marginally 
smaller CAARs and thereby smaller t-statistics. This results in event window -2,1 and 0,1 being 
significant on a 10% level when WLS is applied and significant on a 5% level when OLS is applied.   
 

Table 12 

Negative ESG Announcements - WLS 

Event Window CAAR T-statistic 
(-10,-6)  0,100%  0,155 
(-5,-3) -0,542% -1,084 
(-2,1) -1,774% -3,074*** 
(0,1) -0,688% -1,685* 
(-1,1) -1,272% -2,545** 
(-1,2) -0,988% -1,711* 
(1,3) -0,345% -0,691 
(1,5) -0,544% -0,843 
(5,10)  0,398%  0,563 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Table 12 above reports the same results as reported in section 5.1.2 when the OLS model are applied. 
CAAR of negative ESG announcements are significant on a 5% level in event window -1,1 supporting 
hypothesis 2. The WLS model report CAARs and t-statistics marginally smaller than obtained when 
applying the OLS model, however this does not affect the significance levels of any of the event 
windows reported in table 3. 
 
When looking at the movements in AAR and CAAR during the event window (see appendix 5.B) the 
same pattern displayed in section 5.1.2 is obtained. Therefore, table 13 below, reporting CAAR and 
t-statistics if event day occurs on day -2, is presented with the same arguments as stated in section 
5.1.2 
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Table 13 

Negative ESG Announcements – WLS 
Event Day= -2 

Event Window CAAR T-statistic 
(-10,-6) -1,112% -1,037 
(-5,-3) -0,146% -0,294 
(-2,1) -1,431% -2,499** 
(0,1) -1,086% -2,682*** 
(-1,1) -1,301% -2,623** 
(-1,2) -1,567% -2,735*** 
(1,3) -1,272% -2,565** 
(1,5) -1,195% -1,066 
(5,10) -0,024% -0,034 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Similar to the results discussed above, table 13 reports the same results as reported in section 5.1.2: 
event window -1,1 is significant on a 5% level and windows 0,1 and -1,2 are significant at a 1% level. 
Thereby a situation in which the event day occurs on day -2 also confirms hypothesis 2, which is the 
same results obtained when applying the OLS model in section 5.1.2.  

 
Table 14 

Financial Announcements - WLS 

Event Window CAAR T-statistic 
(-10,-6)  0,036%  0,194 
(-5,-3)  0,166%  1,169 
(-2,1) -0,313% -1,907** 
(0,1) -0,517% -4,458*** 
(-1,1) -0,439% -3,091*** 
(-1,2) -0,488% -2,976*** 
(1,3) -0,438% -3,083*** 
(1,5) -0,350% -1,911** 
(5,10)  0,459%  2,289** 

*, ** and *** represents significance levels of 10%, 5% and 1% 
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Table 15       Table 16 
Financial Announcements (WLS) 

No Dividend  
 Dividend Announcements (WLS) 

 
Event Window CAAR T-statistic  Event Window CAAR T-statistic 
(-10,-6) -0,065% -0,340  (-10,-6)  0,866%  1,310 
(-5,- 3)  0,245%  1,652  (-5,-3) -0,484% -0,946 
(-2,1)  0,006%  0,033  (-2,1) -2,939% -4,971*** 
(0,1) -0,185% -1,531  (0,1) -3,251% -7,778*** 
(-1,1) -0,125% -0,846  (-1,1) -3,025% -5,909*** 
(-1,2) -0,130% -0,757  (-1,2) -3,443% -5,825*** 
(1,3) -0,069% -0,463  (1,3) -3,482% -6,802*** 
(1,5)  0,042%  0,218  (1,5) -3,583% -5,421*** 
(5,10)  0,498%  2,374  (5,10)  0,145%  0,201 

*, ** and *** represents significance levels of 10%, 5% and 1% 

 
Table 14, 15 and 16 above identify the same significance levels of CAAR in event window -1,1 for 
both financial announcements, financial announcements excluding dividend announcements and 
dividend announcements, as obtained in section 5.1.3. Similar to the results obtained when applying 
the WLS model on positive and negative ESG announcements, the WLS model reports marginally 
smaller CAARs and t-statistics in all event windows for all financial announcements. Thereby the 
WLS model reports the same results as obtained in section 5.1.3. Hypothesis 3 is only supported when 
dividend announcements are included in the sample of financial announcements, when excluded 
CAAR is insignificant in all event windows. 
 
Concluding Remarks on WLS Method 
In this section the WLS model are applied in order to verify or reject the event study results obtained 
in section 5.1. Marginal differences in CAARs and t-statistics are reported when applying the WLS 
model compared to the OLS model.  
The WLS model reports significant CAARs in event window -1,1 on a 5 % level for both positive 
and negative ESG announcements. CAAR of financial announcements are significant on a 1% level 
in event window -1,1 when including dividend announcements and insignificant in all event windows 
when excluding dividend announcements.  
Hypothesis 1 and 2 are supported by the WLS model. The event study results support hypothesis 3 
when dividend announcements are included in the sample and rejects hypothesis 3 when dividend 
announcements are excluded. Thereby all results obtained in section 5.1 are verified when the WLS 
model is applied.   
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5.2.3 Test of One-Sample T-test Assumptions 
In section 5.1 the obtained event study results are in support of hypothesis 1 and 2. The calculated t-
statistics report that CAARs in the event window -1,1 are significant for both positive and negative 
ESG announcements. Financial announcements are significant in event window -1,1 when dividend 
announcements are included, and insignificant when excluded. The significance results are verified 
in section 5.2.2 when the WLS model is applied.  
 
In this section the assumptions of the t-test will be tested in order to test the power of the t-tests. The 
one-sampled t-test, applied in this event study, rely on the assumption that data follows a t-distribution 
and that there is no presence of outliers in data.  
 
As detailed in section 3.4.3 non-normal distributed samples and samples with outliers will increase 
the estimated sample variance and thereby the denominator of the t-statistics. This will result in a 
smaller t-value which indicate that the difference between the sample estimate and the null hypothesis 
value is due to random error rather than a true difference at population level. Thereby violating the 
assumptions may result in a type 2 error, not rejecting a false null hypothesis. 
 
In this event study two samples of abnormal returns are investigated, ESG announcements and 
financial announcements, therefore the test of assumptions will be separated into ESG and financial 
announcements. 
 
5.2.3.1 Test of T-distribution of ESG Announcements  
Graph 8 below display the distribution of AAR of ESG announcements. The distribution looks 
approximately bell shaped but with more observations in its tails and thereby the distribution of AAR 
resembles both the t- and normal distribution. This interpretation is supported by graph 9 which 
displays that AAR observations are centered around the fitted line. 
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Graph 8 - Histogram of AAR of ESG Announcements 

 

 
Graph 9 - QQ-plot of AAR of ESG Announcements 

 
In order to verify that AAR are normally distributed skewness and kurtosis of the AAR distribution 
are calculated. 
 

Skewness  Kurtosis 
Skewness 0,124  Kurtosis 3,213 
Skewness, P-value 0,5461  Kurtosis, P-value 0,5086 
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The calculated skewness and kurtosis measures verify the interpretations of graph 8 and 9. Skewness 
is equal to 0,124 and thereby close to skewness of a normal distribution which is equal 0. Similarly, 
kurtosis is equal to 3,21 which is also close to kurtosis of a normal distribution which is equal to 3.  
 
Below a Jarque-Bera test is performed in order to verify or reject the above measures indicating that 
AAR are normally distributed. 

Jarque-Bera Test 
JB 0,479 
JB, P-value 0,789 

 
The JB- statistic is close to 0 which indicate that data are normally distributed. The reported p-value 
of 0,78 specify that the probability of obtaining the reported skewness and kurtosis measures, when 
the null hypothesis that data are normally distributed is true, is equal to 78,9%.  Thereby the Jarque-
Beta test confirms the measures indicating that AAR of ESG announcements are normally distributed. 
 
5.2.3.2 Test of Outliers in ESG Announcements  
In this section the assumption of no outliers will be tested. This is an important assumption as outliers 
can alter the calculated t-statistics. 
Outliers are data points with significantly larger or smaller values than the remaining values in the 
dataset (Newbold et al., 2013, p. 47). The implication of outliers is that these data points will affect 
the mean and the variance of the sample and thereby affect the results of the t-statistics. 
 

Graph 10 – QQ-Plot of AAR 
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Graph 10 above displays two observations with extreme values in the tail regions deviating from the 
normal distribution represented by the plotted line. In order to further look into these extreme values 
a box plot is presented in graph 11. The boxplot only identifies the extreme value in the positive tail 
area, the observation located outside the upper whisker, as an outlier.  

 
Graph 11 - Boxplot of AAR of ESG Announcements 

 
 
The data point presented as an outlier is AAR on event day -111. As this point is located prior to any 
event window the significance of CAAR will not be directly affected by the outlier. However, the 
outlier impacts the estimation of 𝛼! 	𝑎𝑛𝑑	𝛽! 	for any estimation window which include this date.  
The exact date of the outlier is identified as 17.09.2019. On this day the Nasdaq index increased 3,5  
%, H&M’s industry benchmark increased 6,3% and H&M’s industry adjusted realized return 
increased 8,9%. The outlier affects the estimation of 𝛼! 	𝑎𝑛𝑑	𝛽! 	 related to four positive ESG 
announcements. 
In table 17 the outlier on 17.09.2019 is removed prior to estimating 𝛼! 	𝑎𝑛𝑑	𝛽! in order to determine 
if the outlier had an effect on the significance of CAAR in event window -1,1.  
 

Table 17 

Positive ESG Announcements – Outlier Removed 

Event Window CAAR T-statistic 
(-10,-6) -0,198% -1,062 
(-5,- 3) 0,152% 1,053 
(-2 ,1) 0,398%  2,386** 
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( 0 ,1) 0,264%  2,240** 
(-1,1) 0,369%  2,555** 
(-1,2) 0,218% 1,306 
(1,3) -0,127% -0,879 
(1,5) -0,197% -1,054 
(5,10) -0,336% -1,644 

*, ** and *** represents significance levels of 10%, 5% and 1% 

' 
Table 17 above report a small increase in t-statistics in event windows -2,1, 0,1 and -1,1. The increases 
are marginal and event windows -2,1, 0,1 and -1,1 are all significant on a 5% level, which is the same 
result obtained in section 5.1.  
 
Concluding Remarks on T-test Assumptions of ESG Announcements: 
In this section, the assumption that data follow a t-distribution and the assumption that no outliers are 
present in the dataset of ESG announcements are tested. A violation of the two assumptions impacts 
the power of the t-test as non-normality and outliers in data will affect the estimated sample variance 
and thereby cause deviations between the sample estimates and the true population mean. 
 
The tests of normality found that AAR of ESG announcements have a distribution close to a normal 
distribution, with marginally heavier tails and a small positive skewness. A Jarque-Bera test 
concluded that, based on the sample, the probability of the populations being normality distributed is 
equal to 78,9%.  
 
The test of outliers found one outlier in the positive tail area which was removed from the dataset. It 
is identified that the outlier only affects the estimation of 𝛼! 	𝑎𝑛𝑑	𝛽! for four positive ESG 
announcements. By removing the outlier, it is proven that the outlier has no effect of the significance 
of CAARs in the event window -1,1 or event window -2,1 and 0,1. 
The test results, confirming a normal distribution of AAR with no outliers, indicate that the performed 
t-tests are associated with high power and thereby a small risk of type 1 or 2 errors.  
 
5.2.3.3 Test of T-distribution of Financial Announcements 
In this section the distribution of AAR of financial announcements will be tested for normality and 
outliers. 
Graph 12 below display the distribution of AAR of financial announcements. The distribution looks 
bell shaped around the median but with negative skewness and heavier tails. The QQ-plot in graph 
13 supports this interpretation as the observations are centered around the fitted line with extreme 
values in both tails of the distribution.  
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Graph 12 – Histogram of AAR of Financial Announcements 

 

 
Graph 13 - QQ-Plot of AAR of Financial Announcements 

 
 
In order to further test if AAR of financial announcements follows a t-distribution, skewness and 
kurtosis of AAR are presented below. 

Skewness  Kurtosis 
Skewness -1,066  Kurtosis 6,74 
Skewness, P-value 0  Kurtosis, P-value 0 
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A normal distribution has a skewness of 0 and kurtosis of no more than 3. Thereby the skewness and 
kurtosis measures of AAR of financial announcements exceeds those of a normal distribution. The p-
values of skewness and kurtosis also both indicate that the distribution of AAR of financial 
announcements cannot be assumed to be normally distributed.  
A Jarque-Bera test is performed in order to verify the above interpretations of skewness and kurtosis. 
 

Jarque-Bera Test 
JB 101,93 
JB, P-value 3,50E-21 

 
The Jarque-Bera test reports a JB-statistic of 101 and a p-value of 0. The p-value specifies that the 
probability of obtaining the reported skewness and kurtosis measures, when the null hypothesis 
stating that data are normally distributed is true, is equal to 0 %. Thereby the result of the Jarque-Bera 
test suggest that the distribution of AAR of financial announcements cannot be assumed to be 
normally distributed.   
 
Researchers have proven that the normality assumption can be relaxed as the sample size increase 
(Newbold, Carlson, & Thorne, 2013, p. 254).The assumption of no presence of outliers is a far more 
important assumption of the t-test and will be tested in the following section. 
 
5.2.3.4 Test of Outliers of Financial Announcements 
In this section the second assumption, no presence of outliers, is tested on the distribution of AAR of 
financial announcements.  
In section 5.2.3.4 graph 13 display observations of AAR deviating from the fitted line. Among these 
observations displayed by the QQ-plot graph 14 below identifies two observations as outliers, the 
observation located below the lower whisker. 
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Graph 14 – Boxplot of AAR of Financial Announcements 

 
 

The extreme outlier identified in the boxplot above is identified as AAR on day 1. As detailed in 
section 5.1.3, this outlier is due to dividend announcements. This extreme outlier affects the 
significance of event window -1,1 and all other tested event windows which includes event day 1. 
Furthermore, the extreme outlier affects the estimation of 𝛼! 	𝑎𝑛𝑑	𝛽! 	of events occurring between 1 
and 120 days after a dividend announcement.  
In section 5.1.3 dividend announcements are excluded from the sample in order to test its impact on 
the significance of CAARs. The results of this test finds that financial announcements are 
insignificant in all event windows and that dividend announcements on a stand-alone basis are 
significant in event windows -2,1 to 1,5. In order to also test the power of these results a test of 
normality on the distribution of AAR excluding dividend announcements and of AAR of dividend 
announcements are presented below. 
 

Normality test of AAR of financial announcements excluding dividend announcements: 
Skewness  Kurtosis 

Skewness -0,307  Kurtosis 2,91 
Skewness, P-value 0,131  Kurtosis, P-value 0,9521 

 
  

Jarque-Bera Test 
JB 2,19 
JB, P-value 0,3336 
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The skewness and kurtosis measure reported for AAR when dividend announcements are excluded 
are approximately normally distributed. The p-value of the Jarque-Bera test identify that the 
probability of obtaining the reported skewness and kurtosis measures, when the null hypothesis 
stating that data are normally distributed is true, is equal to 33 %. The p-values of the skewness and 
kurtosis measures specifies that the skewness value is the reason why the p-value of the JB-statistics 
is not larger. The p-value of the kurtosis specifies that, based on kurtosis, the probability of the 
population data being normally distributed is equal to 95%. The skewness, kurtosis and Jarque-Bera 
test above detail that financial announcements excluding dividend announcements are approximately 
normally distributed.  

 
Normality test of AAR of dividend announcements: 
Skewness  Kurtosis 

Skewness -4,19  Kurtosis 33,18 
Skewness, P-value 0  Kurtosis, P-value 0 

 

 
Jarque-Bera Test 

JB 5400 
JB, P-value 0 

 
The normality tests of dividend announcements presented above details that both skewness and 
kurtosis measures are far above the levels assumed for a normal distribution. This interpretation is 
verified by the JB-statistic of 5400 with an associated p-value of 0, indicating that the probability of 
the data population being normally distributed, based on the reported skewness and kurtosis measures, 
is equal to 0%. It should be noted that the sample of dividend announcements consist of 8 
observations, as the sample size grows larger the distribution of data is assumed to grow closer to a 
normal distribution.  
 
Concluding Remarks on T-test Assumptions of Financial Announcements 
This section tested the assumption that AAR of financial announcements follows a t-distribution with 
no outliers present in the data sample.  
 
The test of normality found that AAR of financial announcements are not normally distributed due to 
a negative skewness of 1 and a kurtosis measure of 6,7. A JB-statistics of 101 with a p-value of 0 
confirmed the rejection of AAR of financial announcements being normally distributed.  
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The test of outliers identified two outliers with one extreme outlier on event day 1. As previously 
investigated in section 5.1.3 this outlier occurs due to dividend announcements. In section 5.1.3 
significance of CAAR of financial announcements excluding dividend announcements and dividend 
announcements on a stand-alone basis are investigated, therefore this section also tested the normality 
assumption of these distributions. The normality tests report that the insignificant financial 
announcements excluding dividend announcements are normally distributed. The Jarque-Bera test of 
AAR of dividend announcements report that the distribution of dividend announcements is not 
normally distributed. 
 
The non-normality of AAR of financial announcements and the extreme outlier on day 1 have 
implications for the power of t-test of CAARs. Violating the assumptions of normality and no outliers 
affects the estimated sample variance which is a coefficient in the t-test formula and thereby affects 
the calculated t-statistics. The result of these violations is that the interpretation of the significance 
levels of CAAR of dividend announcements are less reliable.  
When excluding dividend announcements, the sample of financial announcements are normally 
distributed with no outliers and thereby the insignificant CAARs are more reliable relative to the 
interpretation of both CAARs of dividend announcements and financial announcements including 
dividend announcements.  
 
6. Discussion 
In section 6 the event study results are discussed from an institutional theory perspective in order to 
gain insights into the obtained results. Subsequently, reliability, validity, adequacy and 
generalizability of data and event study results will be discussed in order to assess the applicability 
of the event study results. Finally, it is reflection upon how disruptive global events such as the Covid-
19 pandemic can impact the future of ESG engagement.  
 
6.1 Event Study Results from a Behavioral Finance Perspective  
In this section behavioral finance will be applied as an alternative to the efficient markets hypothesis 
as a tool to gain insight into the results obtained in the event study. 
Behavioral finance discards the efficient markets hypothesis and instead relies on behavioral 
psychology to explain the behavior of investors and subsequently the behavior of security prices 
(Brealey, Meyers, & Allen, 2017, p. 340).  
Market sentiment is a concept explored by behavioral economists which seeks to explain stock price 
movements and deviations. Market sentiment refers to the sum of market expectations based on the 
views and emotions of investors (Brealey, Meyers, & Allen, 2017, p. 341). 
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In a recent study Serafeim (2020) identifies that public sentiment towards ESG performance affects 
how investors react to ESG announcements (Serafeim, 2020). From an investor perspective, ESG 
announcements are only valuable to the extent that the announcements provide new information 
related to a company’s ability to increase opportunities or reduce risk within the ESG space. Serafeim 
finds that stock market reactions to an increase in (positive) ESG performance, within companies 
associated with positive public sentiment, are more significant than stock market reactions to an 
increase in (positive) ESG performance within companies associated with negative public sentiment 
(Serafeim, 2020). Thereby, according to Serafeim’s study, public sentiment affects market sentiment 
which impacts stock prices. Institutional theory is applied in this section in order to gain insight into 
how public sentiment towards ESG may impact the stock market’s valuation of ESG information.  
 
6.1.1 Institutional Theory 
The central point of institutional theory is the concept of legitimacy. In order for any type of 
organization to survive its behavior must appear legitimate to its surroundings. The term legitimacy 
refers to the fact that the actions and goals of an organization must be viewed as acceptable by other 
actors (DiMaggio & Powell, 1983). 
Institutional theory aims to explain how the perception of legitimate behavior is formed. Institutions 
refer to the socially constructed rules and norms in society which guide the behavior of individuals 
and groups (DiMaggio & Powell, 1983). As a result of the rules and norms being “socially 
constructed” it is implied that these can be changed over time. By following the rules and norms 
applicable within a given organizational field the actions of the individual or organization following 
these will be perceived as legitimate by other actors within this organizational field2. 
 
The formation of institutions can be perceived through three sub aspects: the regulative, normative 
and cognitive structures which together form the rules and norms of institutions (DiMaggio & Powell, 
1983). Isomorphism is a concept used to describe how the regulative, normative and cognitive 
structures within a specific institution is developed. Powell and DiMaggio divides isomorphism into 
three mechanics, coercive, mimetic and normative isomorphism, which drive the homogenization of 
organizations resulting in the creation of institutions and organizational fields (DiMaggio & Powell, 
1983). 
 
6.1.2 Institutionalization of ESG within the Business Environment 
H&M’s focus on ESG engagement is not a unique finding within the retail industry or within any 
industry in the current business environment. During the last decades the focus on CSR and ESG 

 
2 An organizational field is defined by Powell and DiMaggio as “those organizations that, in the aggregate, constitute a 
recognized area of institutional life” (DiMaggio & Powell, 1983, p.148). An industry can be defined as an 
organizational field. 
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performance has increased, and companies are pressured to increase both transparency and focus on 
ESG performance (Ioannou & Serafeim, 2015, Flammer, 2013). 
The transition of organizational fields incorporation ESG considerations into corporate strategy and 
behavior was initially driven by coercive isomorphisms such as regulation, media and consumer 
attention.  
In terms of regulation Allen & Shonnard report that the number of environmental laws has increased 
rapidly during the last decade (Allen & Shonnard, 2011). An important regulative step towards an 
institutionalization of ESG occurred in 2014 when the European Commission adopted a directive 
requiring large companies to report on ESG in annual reports (European Commission, 2014). 
Informal coercive pressures are also impacting the corporate focus on ESG engagement. Flammer 
(2013) reports a rapid increase in both news articles and shareholder proposals related to corporate 
ESG behavior, especially from the early 2000s and onwards (Flammer, 2013). A 2014 survey, 
performed by the financial services company UBS, revealed that 55% of respondents would pay extra 
for products and services from companies committed to improve ESG issues (Serafeim et al., 2018, 
p.16). The survey result indicate that individual consumers are increasingly concerned with the 
externalities imposed by companies on society and environment. The revelation that consumers will 
pay extra for products and services provided by ESG conscious companies indicate that consumer 
demands to corporate behavior are increasing (UNPRI, 2019). 
In today’s business environment a large part of the value of a firm is embodied in intangible assets 
such as reputation and strong stakeholder relationships (Waddock, 2008). As ESG has gained 
increased importance in media and consumer perspectives, the coercive pressures are transitioning 
into mimetic isomorphisms. Corporations, such as H&M, have embraced the importance of ESG 
awareness and incorporated this into corporate strategy, marketing and corporate reporting. Within 
the retail industry, companies are increasing corporate ESG initiatives, increasing voluntary ESG 
reporting and entering into collaborations with stakeholder organizations and competing companies. 
These actions are undertaken in order to improve material ESG issues within the industry and 
simultaneously these actions can be applied to improve corporate reputations. Examples of such 
actions are Inditex and H&M adopting to the 17 sustainable development goals set by United Nations 
(H&M Group, 2018a; Inditex, 2016) and a large number of retailers such as Nike, Adidas, ASOS, 
H&M, Gap etc. joining forces as ambassadors of Zero Discharge of Hazardous Chemicals (ZDHC) 
(Roadmap to Change, 2020). 
These actions are all examples of mimetic isomorphisms applied by companies in order to preserve 
and gain recognition of legitimate behavior from consumers and other stakeholder groups. 
 
6.1.3 Institutionalization of ESG within the Investment Industry 
In this section it will be discussed how coercive, mimetic and normative isomorphisms have affected 
the investment industry and market sentiment resulting in the current focus on ESG incorporation.  
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First and foremost, the increased focus on ESG within the investment industry is driven by coercive 
isomorphisms. In a 2019 survey by UNPRI, institutional investors identify the main drivers of their 
engagement in ESG issues as client demand and risk management (CFA, 2019). Two other studies 
identify societal pressures (Serafeim, 2018) and social norms among investors (Dyck et. al, 2018) as 
drivers of ESG engagement. These three studies all suggest that informal coercive pressures are the 
reason why investors integrate ESG into investment decisions.  
 
In recent years the number of equity funds and pension funds offering ESG products has increased 
rapidly (Principles for Responsible Investment, 2018). This growth may be due to mimetic 
isomorphism as clients of institutional investors are increasing demands of sustainable or social 
responsible investments (SRI) (Principles for Responsible Investment, 2018). This increase in client 
demands are pushing traditional equity and pension funds to offer similar SRI products in order to 
stay legitimate in the perspective of clients. Institutional investors are highly dependent on their 
clients and therefore they quickly adapt to client demands in order to be perceived as legitimate and 
thereby in order to have access to capital.  
The concept of normative isomorphism offers insight into the high level of homogenization within 
the investment industry. Normative isomorphism is also explained by the term professionalism within 
institutional theory, which refers to a situation in which individuals within an organizational field 
have similar educational backgrounds and participate in professional networks. In order to take on a  
position within the investment industry a degree within finance or economics is required (Going 
Global, 2008; U.S. Department of Labor, 2008). Therefore, the investment industry is dominated by 
individuals with very similar educational backgrounds. Similar educational backgrounds facilitate a 
common way of viewing the world and thereby similar reactions to market developments. 
Additionally, interactions in professional networks affects the diffusion of the solutions applied in 
order to meet client demands for ESG integration and transparency. The very similar ESG products 
offered within the investment industry may indicate such diffusion. 
 
The institutionalization of ESG within the investment industry are strengthened by new formal and 
informal coercive pressures. In recent years new regulation on ESG products have been adopted. For 
instance the EU commission has presented a package, applicable from quarter 3 2020, in which 
institutional investors are required to disclose how they integrate and consider sustainability risks in 
financial products (Moura, 2018). Furthermore, informal coercive pressures are increasing as 
financial information providers, such as Morningstar and Bloomberg, are now providing ESG ratings 
on stocks which forces investors to be transparent in regard to the ESG products they offer (Serafeim, 
2018, p.10). 
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6.1.4 Event Study Results from an Institutional Perspective 
In this section the above insights into the institutionalization of ESG will be applied in order to 
highlight the nuances of the event study results. 
 
The main findings of the event study are that:  
1) Stock market reactions to ESG announcements are significant, with reactions to negative ESG 
announcement being more significant than reactions to positive ESG announcements.  
2) Stock market reactions to financial announcements are only significant when dividend 
announcements are included in the sample. 
 
6.1.4.1 Significance Levels of Reactions to Negative and Positive ESG Announcements 
ESG is institutionalized within both the corporate and investment industry. This institutionalization 
entails that companies must behave in line with the norms and values of the organizational field they 
operate within in order to be perceived as legitimate by consumers and other stakeholders.  
 
From an investor perspective, it is important that companies maintain legitimacy for two reasons. 
Firstly, the perceived legitimacy of institutional investors offering ESG products is affected by the 
legitimacy of the companies (stocks) included in these investment products. Secondly, the return on 
stocks is believed to be affected by the perceived legitimacy of a company. As previously stated, a 
large part of the value of a company is embodied in intangible assets such as reputation (Waddock, 
2008). According to Doh et al. reputation is developed when legitimacy is compared among 
competing companies (Doh et al., 2010, p.1465). Thereby it is important for companies that 
stakeholders, including consumers, view their behavior as highly legitimate as this may affect 
corporate reputation which is critical for the success of a company. Doh et al. reveal that social and 
environmental responsibility have been proven to be important to overall corporate reputation (Doh 
et al., 2010, p.1465). Therefore, investors are assumed to value information on corporate ESG 
behavior as this is expected to impact corporate reputation and public sentiment towards these 
companies.  
 
The institutionalization of ESG indicate that corporate reputation is an important component of 
expected future performance and value of a company. In order to maintain and improve corporate 
reputation, companies must adjust corporate behavior so that it is perceived as legitimate by 
consumers and other stakeholders. The stock market values information which may impact the future 
performance of a company. The significant stock market reactions to ESG announcements detailed 
in this event study implies that investors view ESG information as important in terms of public 
sentiment, which is expected to impact corporate reputation and corporate value. 
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The findings of this event study suggest that reactions to negative ESG announcements are more 
significant than reactions to positive ESG announcements, these findings may also be explained by 
institutional theory. Negative ESG announcements can result in stakeholder groups perceiving 
H&M’s actions as less legitimate, thereby damaging corporate reputation. A decline in corporate 
reputation may result in a decrease in stock market expectations to H&M’s financial performance. 
Serafeim (2020) argues that (to some extent) positive ESG performance is already reflected in market 
prices due to the current market sentiment (Serafeim, 2020). This may explain the finding that stock 
market reactions to positive ESG announcements are less significant as companies are expected to 
focus on ESG performance due to the institutionalization of ESG. In contrast, negative ESG 
announcements may change public sentiment towards firms and hence damage corporate reputation 
and reduce expectations to future financial performance.  
 
Information asymmetry may also offer an explanation to the reactions to negative ESG 
announcements being more significant than reactions to positive ESG announcements. H&M 
publishes a sustainability report each year in which they report ESG performance and future ESG 
goals. This is a tool applied in order to maintain and improve corporate reputation and legitimacy. 
However, some stakeholders may view this information as biased because it is published by H&M 
and thereby the output is controlled by H&M. In contrast, the negative ESG announcements are 
published by external sources and thereby information is not expected to be purposely withheld from 
stakeholders. Therefore, investors may value information from external sources more than 
information published by H&M.  
 
6.1.4.1 Financial Announcements are Only Significant When Including Dividend Announcements 
The finding that reactions to financial announcements are only significant when dividend 
announcements are included may reflect two aspects related to investors and market sentiment. 
Firstly, it may reflect that investors are first and foremost wealth maximizing individuals and 
therefore they react strongly to dividend announcements which will directly impact their wealth. 
Secondly, it may be a reflection of the increased importance of corporate reputation which, because 
of the institutionalization of ESG, rely heavily on social and environmental responsibility.  
ESG is strongly institutionalized in both the corporate and investment industry, with ESG 
performance being an important component of corporate reputation. The findings, suggesting that 
stock market reactions to financial announcements excluding dividend announcements are 
insignificant while reactions to ESG announcements are significant, could reflect that ESG 
announcements contain more information regarding future financial performance of a company than 
historical accounting performance.  
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The findings of this event study suggest that investors view ESG performance as an important 
indicator of future financial performance. In contrast, the insignificant reactions to financial 
announcements indicate that investors view historical accounting performance are less important in 
terms of expectations to future financial performance. These findings reflect the magnitude of the 
institutionalization of ESG in both the corporate and investment industry.  
 
Concluding Remarks on Event Study Results from an Institutional Perspective 
In this section institutional theory is applied in order to gain insight into the drivers of the results of 
this event study. 
Researchers have identified environmental and social performance as important components of 
corporate reputation which have been found to have an important impact on corporate value.  
Therefore, investors are assumed to value information on corporate ESG behavior as this is expected 
to impact corporate reputation and corporate value. The findings of this event study detail that stock 
market reactions to negative ESG announcements are more significant relative to reactions to positive 
ESG announcements. This finding may be explained by the institutionalization of ESG, as negative 
ESG announcements may damage corporate reputation and thereby may result in a decrease in stock 
market expectations to a company’s future performance. Additionally, companies 
are expected to consider ESG in corporate behavior which indicate that positive ESG behavior is 
incorporated in current stock prices. Thereby stock market reactions to positive ESG announcements 
are less significant. 
 
The event study finds that the stock market reactions to financial announcements are only significant 
when dividend announcements are included. This finding suggests that the stock market values ESG 
information more than past accounting information. This finding may again be explained by previous 
research results identifying corporate reputation as an important driver of corporate value. 
 
6.2 Validity and Reliability 
In this section reliability, validity, adequacy and generalizability of data and event study results are 
discussed in order to access the quality of the obtained results.  
 
The definition of adequacy is “being satisfactory for a particular purpose” (“Cambridge English 
Dict.,” 2020). In terms of research, adequacy details the quality of the conclusions one is able to make 
based on the data applied in a study (Andersen, 2008). The data samples applied in this event study 
constitute the foundation of  the conclusions made in this thesis. Therefore, reliability and validity of 
data are assessed in order to access adequacy of the event study conclusions.  
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6.2.1 Reliability 
Reliability refers to the consistency or trustworthiness of data (Andersen, 2008). Reliability of data is 
important in terms of adequacy as relationships detected in data cannot be trusted if data is biased. 
Reliability of data is an assessment of the quality of the information provided by data. The purpose 
of assessing reliability of data is to identify which part of data results is due to noise and which part 
of data actually signals information related to the investigated issue.  
 
In section 5.2 robustness tests of the event study results are conducted. The main focus of the 
robustness tests is to test the validity of the obtained event study results. However, reliability should 
also be tested as data must be reliable in order for data to be valid. In section 5.2 the reliability of data 
results is tested by applying a WLS regression model instead of the OLS regression model when 
estimating 𝛼! 	𝑎𝑛𝑑	𝛽!. The WLS and OLS regression models report very similar results and thereby 
this test demonstrates reliability of data. 
 
In this event study, the market model is applied when calculating normal return, which is used to 
estimate abnormal return. As explained in section 3.3.2 alternative statistical and economic models 
applied to estimate normal returns rely on a number of assumptions which are not likely to be valid 
in the real world. For instance, the market adjusted return model assumes that expected returns are 
the same for all securities. Due to the limitations of alternative models none of these are applied as 
robustness tests of reliability of the results obtained when applying the market model. 
Similarly, the reliability of the t-tests conducted on CAARs are not tested as the alternative, non-
parametric models, are less powerful and associated with a higher probability of conducting type 1 
and 2 errors (Newbold et al., 2013, p. 628).  
 
To summarize, the robustness tests conducted in this thesis test reliability of the OLS regression used 
to estimate 𝛼! 	𝑎𝑛𝑑	𝛽!. The reliability of the market model and t-test are not tested because the 
underlying assumptions of alternative models are not likely to valid in the real world and are otherwise 
less attractive. Instead the focus of the robustness tests is to test the validity of the obtained data 
results. Such tests of validity are conducted by testing the correspondence between data and the 
assumptions of the applied methods.  
 
6.2.2 Validity 
Validity describes how accurately a method measures what it intends to measure. In other words, how 
useful are results of the collected data in terms of answering the research question. Thereby validity 
is crucial in order to obtain data which is adequate in terms of the purpose of the research. 
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This section will open with an assessment of validity by discussing how the data applied in this study 
applies to the underlying assumptions of event studies. Subsequently, it will be discussed how validity 
is ensured in the research design of this study. The internal and external validity of the event study 
results will be summarized in section 6.3.  
 
6.2.2.1 Assessing Validity 
The first step of assessing the validity of the event study results is to assess how well data and the 
data collection approach corresponds to the underlying assumptions of event study methodology. 
According to McWilliams & Siegel the validity of the significance results of event studies depend on 
the following assumptions (McWilliams & Siegel, 1997, p.4): 

1. Markets are efficient 
2. The event was unanticipated 
3. No presence of confounding effects during the event window  

It is important to test how data corresponds to these assumptions as a violation of the assumptions 
will result in less trustworthy conclusions.  
 
In section 2.1 the efficient markets hypothesis is presented as this is an important underlying 
assumption of the event study methodology. When new information is published, the market is 
expected to react to this information and thereby incorporate it into security prices. This assumption 
provides the basis for the usefulness of event studies. As stated in section 3.1 the level of market 
efficiency is beyond the scope of this thesis, instead an event window of 3 days is specified in order 
to capture reactions associated with the events. The event window, -1,1, is specified in order to apply 
an event window length which enables delayed reactions to be included while simultaneously 
reducing the risk of including confounding effects.  
 
In order to isolate the effect of an event the second assumption, stating that events are unanticipated, 
must also be fulfilled. This assumption is difficult to assess as it is unknown if individual investors 
may have access to inside information. As it is not possible to investigate the extent to which events 
are unanticipated, it is simply assumed that events are unanticipated by the market and thereby 
reactions can be captured by the event window -1,1.  
 
Another aspect of the assumption of unanticipated events, also discussed in section 3, is the level of 
confidence of the specified event day of negative ESG announcements. The dates of all negative ESG 
events are cross-checked in Factiva and Bloomberg. However, there is a risk that these 
announcements have been published elsewhere on a previous date and therefore all reactions may not 
be captured. The specified event date of positive ESG announcements and financial announcements 
is assumed to be correct as these are published by H&M.  
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The third assumption, no confounding effects, is an important assumption as the purpose of an event 
study is to isolate the effect of a specific event. In this event study the assumption is accounted for by 
specifying a short event window and by excluding announcements from the sample occurring on 
dates which also contain other events. By specifying a short event window, of 3 days, the risk of 
including confounding effects are reduced. In addition, to excluding dates with multiple events 
occurring, the realized returns of H&M are adjusted for industry realized returns and thereby 
confounding industry effects are also removed from the data samples. 
 
Concluding Remarks on the Validity of Event Study Assumptions 
Above it is discussed how the data of this event study applies to the underlying assumptions of event 
study methodology. The validity of the first assumption, that markets are efficient, has been discussed 
and questioned in finance literature. If markets are not efficient, the usefulness of event studies is 
reduced. An event window of 3 days is applied in this event study in order to take delayed market 
reactions into consideration. The assumption of unanticipated events is assumed to be applicable in 
this event study as it is not possible to investigate. However, the correct event date of negative ESG 
announcements are associated with uncertainty as these are published by other sources than H&M. 
Thereby the validity of the significance results of negative ESG announcements are reduced as the 
actual event day is not of definitive certainty. The third assumption of no confounding effects are 
accounted for by removing announcements occurring on same event date as other announcements 
and by calculating H&M’s industry adjusted realized returns. However, it should be noted that a risk 
of unidentified confounding effects still exists. 
 
6.2.2.2 Ensuring Validity 
Validity describes how accurately a method measures what it is intended to measure, thereby an 
important aspect of ensuring validity is to choose the most suitable methods of measurement. 
Therefore, this section will discuss how validity is ensured through the research design of this event 
study.  
McWilliams and Siegel identify the factors listed below as important issues to consider in order to 
ensure a valid research design (McWilliams & Siegel, 1997, p.4): 

1. Sample size 
2. Tests to identify outliers 
3. Event window length  
4. Confounding effects 

The sample size used to test how the stock market reacts to specific events must resemble the true 
population as much as possible in order for the conclusions, based on data, to be useful. A large 
sample is preferred as the test statistics used to measure the significance of stock market reactions 
assumes a normal distribution, and larger samples will approach a normal distribution.  
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The assumption of normally distributed samples is tested in section 5.2, the test results identify the 
sample of ESG announcements as normally distributed, the sample of all financial announcements as 
non-normally distributed and financial announcements excluding dividend announcements as 
approximately normally distributed. These tests of normality can be used to assess the validity of the 
significance results obtained in section 5.1. As the distributions of ESG announcements and financial 
announcements excluding dividend announcements are respectively normally and approximately 
normally distributed the results suggesting that reactions to these announcements are respectively 
significant and insignificant are valid. In contrast, the significance results suggesting that reactions to 
dividend announcements are significant are less valid as the distribution of dividend announcements 
are identified as non-normally distributed. 
In terms of sample size, a concern is related to the sample of negative ESG announcements as it 
consists of 9 observations. The small sample size reduces the validity of the results and conclusions 
made in regard to negative ESG announcements.  
 
Researchers have proven that the normality assumption can be relaxed (Newbold, Carlson, & Thorne, 
2013, p. 254). The assumption of no outliers is far more important for validity of data as both the 
OLS regression model and the t-test are sensitive to outliers (McWilliams & Siegel, 1997, p.635).  
In section 5.2.2 the WLS regression model is applied as an alternative to the OLS model. The WLS 
model does not require data to be normally distributed and with no outliers because each observation 
is assigned individual weight determined by its deviation from the mean. The results of the WLS 
model are very similar to the results obtained when applying the OLS model and thereby the test 
imply that results are reliable and valid. 
   
In section 5.2.3.2 the samples of ESG announcements are tested for outliers. One outlier is identified 
in the sample of ESG announcements. When removing the outlier, the same significance results of 
CAARs are identified. Thereby this robustness test confirms that outliers are not the driver of the 
significance levels of CAARs which indicate that the significance results of ESG announcements are 
valid.  
In section 5.2.3, dividend announcements are identified as the reason for the non-normality and 
extreme outlier in the sample of financial announcements. When dividend announcements are 
removed from the sample, CAARs of financial announcements are no longer significant. Thereby this 
robustness test indicates that the initial significance results of financial announcements are not valid. 
When dividend announcements are removed from the sample, CAARs are insignificant and data is 
normally distributed with no outliers. This indicates that the insignificant results of financial 
announcements excluding dividend announcements are valid.  
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Event studies aim to analyze the isolated effects of specific events. In order to reduce the risk of 
including confounding effects, a short event window is specified in this event study. According to 
Brown and Warner applying a long event window will reduce the power of test statistics as the risk 
of including confounding effects increase, additionally the estimates of 𝛼! 	𝑎𝑛𝑑	𝛽! are less precise 
when long event windows are specified (Brown & Warner, 1985). As specified in section 6.1.2.1, 
announcements occurring on same event dates as other announcements are excluded from the sample 
and all measurements of significance are based on H&M’s industry adjusted realized returns. 
 
Concluding Remarks on Validity of Research Design 
In order to ensure validity of event study results any confounding events during the data period are 
excluded from the sample. Additionally, H&M’s realized returns are calculated as industry adjusted 
in order to exclude any industry driven effects on stock market reactions. Thereby, the isolated effects 
of ESG and financial announcements can be assessed. Furthermore, a short event window is specified 
in order to capture the effects of specific announcements and exclude effects of other events.  
The validity of the chosen measurements is tested in section 5.2 where robustness tests are conducted 
in order to determine if the underlying assumptions of the OLS model and the t-test are satisfied. The 
results indicate that ESG announcements are normally distributed and that significance results are not 
driven by outliers and thereby the results and conclusion interpreted from these are valid. In contrast, 
the significance results of financial announcements are driven by outliers identified as dividend 
announcements. Another concern in terms of validity is that the sample of negative ESG 
announcements consist of 9 observation. A small sample size implicates that the obtained results are 
less trustworthy and valid than results obtained from larger samples. 
 
6.3 Adequacy and Generalizability 
In this section the discussion of reliability and validity will be summarized in order to assess the 
adequacy and generalizability of the event study results.  
 
6.3.1 Adequacy 
As stated in section 6.2 reliability and validity are important components of adequacy. Adequacy 
answers the question “is data satisfactory in terms of making high quality conclusions?”. Adequacy 
is also defined by the internal validity of data which refers to the degree of confidence that the 
obtained results are caused by the relationship between the investigated data and not by other external 
factors (Olsen & Pedersen, 2003). 
The assessment of validity of the research design indicates an above all high internal validity of the 
event study results. Validity is asses to be high due to the actions taken to ensure a valid research 
design and the robustness test conducted in order to test how suitable the applied measurements are 
in terms of the distributions of the samples.  
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In order to ensure that the isolated effects of ESG and financial announcements are captured 
confounding events are excluded from the samples, H&M’s industry adjusted realized returns are 
applied and a short event window of 3 days is specified. 
Additionally, the robustness tests indicate that the significance results reporting significant CAARs 
of ESG announcements and insignificant CAARs of financial announcements excluding dividend 
announcements are trustworthy and valid as these significance results are not driven by outliers. 
The results indicating that all financial announcements are significant are not valid as the results are 
driven by outliers identified as dividend announcements.  
The internal validity of the event study results related to negative ESG announcements are reduced 
due to the sample size of 9 observations. A small sample size reduces the adequacy of the event study 
results in terms of the statements related to the data population.  
In this thesis a conscious choice is made in terms of testing the reliability of event study results 
obtained from the applied methods and models. A limited number of alternative models are applied 
due to the limitations and assumptions of these models.  
 
As a result of the research design, the conducted robustness tests and the correspondence between 
data collection and the underlying assumptions of event study methodology, the obtained data results 
are considered to be adequate and thereby the conclusions made in this event study are considered 
trustworthy, with the limitations discussed above. 
 
6.3.2 Generalizability 
Generalizability refers to the external validity of research results, meaning to what extent can research 
results be generalized and applied to other environments and situations.  
 
The aim of this event study is to test how the stock market reacts to ESG and financial announcements 
related to H&M. This is investigated in order to identify if H&M’s ESG engagement is valued by the 
stock market. If the stock market values ESG engagement this indicate that investors perceive ESG 
information as a factor impacting future corporate value.  
The obtained event study results are based on a sample of H&M-specific announcements, therefore 
the reported results cannot be applied to other companies with certainty. In section 6.1 institutional 
theory is applied in order to gain further insight into the event study results. In this section it is argued 
that ESG has been institutionalized in the business environment and later on in the investment 
industry as a consequence of public sentiment, media attention and consumer demands, valuing ESG. 
Therefore, from an institutional perspective, it is expected that the stock market will react similarly 
to ESG and financial announcements related to companies which operate within the same 
organizational field (industry) as H&M. Thereby, provided that institutional theory is valid, the results 
of this event study may be applied to companies within the retail industry.  
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This thesis is limited to investigate to what extent ESG information and engagement within H&M are 
valued by the stock market. Therefore, it is beyond the scope of this thesis to test whether these results 
are applicable to other companies both within and outside the retail industry. Instead further research 
is suggested on industry level in order to verify the results and generalization of the results obtained 
from this event study. 
Generalizing the results of this event study to companies within other industries than retail must be 
done with consideration as the institutional behavior accepted as legitimate within one industry may 
not be accepted as legitimate within another industry. In support of this argument Aouadi & Marsat 
suggest that the conflicting results found in literature, regarding the relationship between ESG 
performance and financial performance, can be explained by the fact that strategies and the impact of 
ESG factors differ across industries (Aouadi & Marsat, 2016). The same is argued in terms of 
generalizing the results to other markets. H&M is listed on Nasdaq Stockholm and consequently the 
results are assumed to be applicable to the Scandinavian market. However, the results may not be 
applicable to other markets with different market sentiment. Research has found that market 
sentiment towards ESG differs between markets. Van Duuren et. al report that European investors 
are more optimistic than US investors in regard to the benefits of considering ESG issues in 
investment decisions in terms of risk mitigation and financial performance (van Duuren, Plantinga, 
& Scholtens, 2016). Thereby US stock market reactions to ESG information may be different from 
how Scandinavian investors, investigated in this event study, react to ESG information.  
 
In the introduction of this thesis the shareholder and stakeholder perspectives are presented. The intent 
of introducing these perspectives is not to test if they are applicable, instead they are introduced as a 
framework for understanding the focus on ESG. Therefore, the event study results cannot be used to 
verify or reject the opposing shareholder and stakeholder perspectives as the event study only 
investigates the impact of ESG and financial announcements on stock prices. In order to comment on 
the shareholder versus stakeholder perspectives, benefits and losses experienced by stakeholder 
groups as a result of ESG engagement must be measured.  
 
Concluding Remarks on Generalizability of Event Study Results  
In this thesis an event study investigating stock market reactions to financial and ESG announcements 
related to H&M is conducted in order to identify if the stock market values H&M’s ESG engagement. 
Therefore, the data of this study is related to H&M and consequently the results of this thesis can only 
be applied to H&M with definitive certainty. Institutional theory is applied in this thesis in order to 
gain insight into the obtained results. Institutional theory suggest that the stock market values ESG 
information related to H&M because ESG is institutionalized within the retail and investment 
industry. Thereby, provided that institutional theory is valid, the results of this event study may be 
applied to companies within the retail industry operating on Scandinavian markets. 
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6.4 The Impact of Global Disruptive Events on Future ESG Engagement 
In section 6.1 it is argued that the institutionalization of ESG within the retail industry and investment 
industry is the reason for the significant stock market reactions to ESG announcements related to 
H&M. Thereby institutional theory facilitates an explanation of how investor sentiment is formed and 
transformed. Flammer (2013) and Ioannou & Serafeim (2015) report that stock market reactions to 
ESG information have intensified significantly the past three decades, thereby reflecting a 
transformation in market sentiment towards ESG. A transformation in market sentiment reflects that 
investors change their perception of which components affect corporate value and risk. Such 
transformations may happen over time, as the change in perception of ESG, or it may be triggered by 
a line of events or market disruptions. Currently the world is affected by the global Covid-19 
pandemic which may have implications for the future of ESG. 
 
As of May 2020, the global Covid-19 pandemic has already had large implications for the social 
aspect of ESG and for the economy. The closer distance between animals and humans, as a result of 
deforestation, is believed to be the main factor driving the virus outbreak and the pandemic are 
imposing new operational risks for corporate production (Hulse, 2020). Therefore, the pandemic has 
emphasized the importance of considering material ESG issues. 
It will be interesting to observe how corporations and investors will handle ESG aspects in the coming 
period as the pandemic is a result of materialized ESG issues and is likely to increase the need of ESG 
actions especially in terms of the social issues arising from the pandemic. At the same time both 
companies and investors are facing severe adverse economic consequences from the pandemic.  
 
In section 6.1 institutional theory is presented in order to understand the event study results from 
section 5. In this section it is explained how coercive, mimetic and normative isomorphisms has led 
to the institutionalization of ESG within the investment industry and the retail industry which H&M 
operates within.  
 
Impact of Covid-19 on Corporate Behavior  
Media attention towards the social aspect of ESG has increased rapidly since the breakout of Covid-
19 (Kattrup, 2020). The increase in media attention and the increase in social issues, arising as a 
consequence of Covid-19, indicate that companies will face coercive pressures to increase focus on 
social issues. Companies such as H&M and Estee Lauder are now adopting to their societal 
responsibility by adjusting supply chains in order to produce protective equipment and hand sanitizer 
to healthcare workers and other high need groups (Collins, 2020; H&M, 2020). In contrast, companies 
who are not acting responsible towards stakeholders and society in general are receiving negative 
media attention. For instance, the Danish retailer Bestseller received negative media and consumer 
attention when they announced to all landlords that they would postpone all rent payments until cash 
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flows are back to normal (Simonsen, 2020). As a reaction to the negative attention Bestseller decided 
to withdraw their announcement and pay landlords according to normal terms. Above examples 
illustrate that companies are still expected to be mindful in how they manage stakeholder relationships 
in order to stay legitimate and thereby maintain corporate reputation. This is in line with UNPRI’s 
advice for companies to consider long-term relationships with employees, contractors and suppliers 
and prioritize these relationships above the immediate returns to shareholders during Covid-19 
(UNPRI, 2020). 
Due to the adverse financial consequences many companies are experiencing as a result of the Covid-
19 pandemic, some companies may be reluctant to reduce focus on ESG issues because of the 
immediate need to focus on financial issues such as illiquidity. However, as mention above, the 
reputation and stakeholder relationships of many companies are highly affected by ESG factors and 
therefore companies need to pay attention to these even in times of a financial crisis. In addition to 
the need for companies to manage stakeholder relationships, in order to maintain corporate reputation 
and legitimacy in order to survive, companies are also affected by ESG issues material to supply 
chains. In today’s business environment many companies operate with complex supply chains which 
rely on cheap unorganized workforce in developing economies. Prior to the Covid-19 pandemic, 
working conditions of these unorganized workers were perceived as reputational and regulatory risks 
but now these working conditions also impose an operational risk. The workers have limited access 
to medical care and information regarding the virus and are vulnerable to contracting the virus 
because of close interactions in the workplace and for some vulnerable immune systems (Weber & 
Mahida, 2020). This may result in reductions in the workforce able to work and may result in 
disruptions between workers and factories.  
 
The above discussion and examples indicate that coercive pressures for companies to focus on ESG 
will not vanish as a result of the financial crisis following the Covdi-19 pandemic. Instead the current 
media and consumer attention indicate that companies are expected to consider ESG issues and 
manage good stakeholder relationships as they handle the economic crisis. Furthermore, the Covid-
19 pandemic has uncovered that companies with complex supply chains, with suppliers located in 
developing economies, are exposed to both reputational and operating risk as a result of their 
dependency of these suppliers. Therefore, such companies must increase insight into the working 
conditions and the resulting risks related to these suppliers.  
 
As previously discussed, the focus of this thesis is H&M and therefore the institutionalization of ESG 
within the retail industry has been discussed. The institutionalization of ESG within other industries 
and the effect of Covid-19 on this institutionalization largely depends on the externalities imposed on 
society and environment by companies within these industries and to which extent these companies 
and their reputation rely on consumers and other important stakeholders. In other words, the more a 
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company impose externalities on society and environment the more media and consumer attention 
will be directed towards the company. Similarly, the more corporate performance depends on its 
access and relationships with consumers and suppliers, which view ESG as important, the more the 
company will have to act accordingly to these views in order to stay legitimate.  
 
Impact of Covid-19 on Investor Behavior  
The investment industry has already been heavily affected by Covid-19 and the following financial 
consequences. The volatility of the three major stock exchanges Dow Jones, S&P500 and Nasdaq has 
increased substantially and the trade on Dow Jones has been paused four times in order to reduce 
major market drops (Funakoshi, 2020).  
The drop and volatility of stock markets entails that investors will experience cash outflows and some 
may experience illiquidity issues. Therefore, a major question arises in terms of ESG consideration 
within the investment industry: will investors keep incorporating ESG issues in investment decisions 
and strategies? In section 6.1.3 client demand, risk management, societal pressures and social norms 
among investors are identified as the drivers of investor ESG engagement. The above assessment of 
how Covid-19 may affect corporate behavior related to ESG suggest that companies continuously 
will face coercive pressures from consumers and media to incorporate ESG consideration into 
corporate behavior. Thereby, the investment industry is expected to face the same demands of ESG 
consideration from clients and society. 
 
The relevance of ESG as a risk management tool has been emphasized as the Covid-19 pandemic has 
highlighted the way in which environmental and social issues can affect corporate operations. As 
explained, companies with complex supply chains, which rely on suppliers located in developing 
economies, are now subject to operational risk as the workforce may be exposed to the corona virus 
and have difficulty accessing medical care. Therefore, in the future when assessing risk, investors to 
a larger degree may need to assess how companies are exposed to ESG risk. The exposure to ESG 
risk must be assessed in terms of corporate impact on the environment and social factors, but also 
how corporate operations depend on the environment (e.g. raw materials) and human capital which 
may be associated with issues (e.g. bad working conditions). 
 
The Covid-19 pandemic is also emphasizing the importance of corporations being mindful in terms 
of how corporate behavior and production affect the environment. The Covid-19 pandemic is believed 
to be a result of the loss of biodiversity and rising population levels which have brought humans and 
animals closer and increased the probability of deceases transmitting from animals to humans (Vidal, 
2020). The pandemic has already had severe economic consequences and has created large losses in 
stock markets. Therefore, it is expected, and advised, that investors will increase focus on the 
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environmental aspect of ESG risk as the world is realizing that ESG behavior has short-term as well 
as long-term economic consequences (Hulse, 2020). 
 
Organizations focused on responsible investments, such as UNPRI, advise investors and governments 
to support ESG conscious companies through the crisis “based on their ability to support other 
priorities critical to public wellbeing and long-term economic strength” (UNPRI, 2020). With this 
statement UNPRI are urging investors and governments to support companies which are conscious 
of its surroundings in order to increase economic growth but not at the expense of the environment 
or social equality.   
Furthermore, market participants predict that the investment industry will play an important role in 
the recovery phase following the crisis and in solving social issues, such as increases in inequality, 
imposed by Covid-19 (Laski, 2020). 
 
7. Concluding Remarks 
7.1 Contributions to Existing Literature and Suggestions for Further Research 
The event study results obtained in this thesis are based on a sample of H&M specific announcements 
and thereby the results are specific to H&M.  
This thesis makes several contributions to the existing literature. The results of this thesis indicate 
that the stock market value ESG engagement and ESG information related to H&M. Furthermore, the 
results indicate that the stock market view negative ESG announcements as more important for 
corporate value than positive ESG announcements as reactions to negative ESG announcements are 
more significant. Lastly, the results indicate that the stock market values ESG information higher than 
accounting performance when estimating future performance of a firm, as reactions to ESG 
announcements are significant while reactions to accounting performance are insignificant.  
 
In this thesis institutional theory is applied in order to gain further insights into the obtained event 
study results. In this discussion it is argued that the institutionalization of ESG within the retail 
industry is a driver of the stock market reactions to ESG announcements. Thereby it is argued that 
the results specific to H&M found in this event study may be applicable to other companies operating 
within the retail industry on Scandinavian markets. If the results of this thesis can in fact be applied 
to other companies within the retail industry the findings of this event study make significant 
contributions to the existing literature. However, as previously stated, the results cannot be 
generalized with certainty. Therefore, further research should be conducted in order to verify the 
explanations offered from the results of this thesis.  
 
Further research should investigate the effect of the institutionalization of ESG within specific 
industries in order to test the explanatory power of institutional theory in regard to stock market 
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reactions. From the perspective of this thesis it would be interesting to conduct an event study of 
stock market reactions to ESG information within the retail industry in order to verify or reject the 
generalization of the results specific to H&M.  
Further research testing the effect of ESG engagement on long-term firm value can also be done. In 
order to assess the impact on long-term corporate value a sample of multiple firms should be 
collected. Thereby a regression study of multiple firms can be conducted in order to isolate specific 
factors such as ESG engagement, thereby enabling the researcher to identify if ESG engagement has 
an impact on long-term corporate value. 
 
In the last section of this thesis it is reflected upon how Covid-19 may impact the future of ESG from 
both a corporate behavior and investor risk management aspect. It is argued that the focus on ESG 
performance and integration may increase as a result of Covid-19. Therefore, it is suggested that 
further research on the consequences of Covid-19 is conducted in the future. Research on how the 
stock market should consider ESG risk and engagement in the future is highly relevant for both 
investors, when assessing risk, and for companies coordinating corporate strategy and behavior.  
 
7.2 Conclusion 
H&M Group’s vision is “for the H&M Group to lead the change towards circular and climate positive 
fashion while being a fair and equal company” (H&M Group, 2018, p.13). H&M has implemented a 
number of actions in corporate strategy and supply chain management in order to be perceived as an 
environmental and societal conscious organization. Every year H&M publishes a sustainability report 
addressing improvements in ESG performance and future ESG initiatives working towards the H&M 
Group vision. In addition to H&M’s own actions highlighting its ESG engagement, H&M’s image as 
an environmental and societal conscious company is strengthened by external verifications such as 
sustainability awards, rankings in sustainability reports and inclusions in sustainability indexes. 
However, H&M’s has also received critical media and consumer attention as negative corporate ESG 
behavior has been uncovered. These events have resulted in accusations of H&M greenwashing its 
ESG engagement and products.  
 
Researchers have identified corporate reputation as an important driver of the value of a company 
and social and environmental performance as important component of corporate reputation 
(Waddock, 2008, Doh et al., 2010). Considering H&M’s focus on ESG engagement and the revelation 
of the relationship between social performance, corporate reputation and corporate value the aim of 
this thesis is to identify to what extent the stock market values H&M’s engagement in ESG issues.  
 
An event study is conducted in order to identify how the stock market has reacted to respectively 
financial, positive and negative ESG announcements related to H&M. Reactions to financial 
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announcements are included in the event study in order to provide a benchmark for reactions to ESG 
information.   
The event study reports significant CAARs, in the specified event window -1,1, of both negative and 
positive ESG announcements with reactions to negative announcements being more significant. 
Initially the event study suggests that CAAR of financial announcements are highly significant 
relative to ESG announcements, however, it is identified that the driver of these results are dividend 
announcements. If dividend announcements are excluded from the sample of financial 
announcements the event study reports insignificant CAARs. Thereby, when excluding dividend 
announcements, the event study suggests that the stock market value information regarding ESG 
performance more than information regarding historical accounting performance.  
 
The thesis applies institutional theory in order to identify the drivers of the event study results. 
Researchers have identified corporate reputation as an important driver of the value of a company 
(Waddock, 2008) with social and environmental responsibility being important components of 
corporate reputation (Doh et al., 2010, p.1465). The event study results indicate that investors view 
information on corporate ESG performance as more important than accounting performance because 
the future performance of a firm is impacted by its corporate reputation more than it is impacted by 
past accounting performance.  
The institutionalization of ESG also impacts how the stock market reacts to negative and positive 
ESG announcements. Negative ESG announcement can adversely affect how stakeholders and 
consumers perceive H&M’s corporate behavior and are likely to damage H&M’s corporate 
reputation. As a consequence of a decline in corporate reputation the stock market may reduce its 
expectations to H&M’s financial performance resulting in a stock price reduction. Because of the 
institutionalization of ESG, companies are expected to comply with stakeholder expectations of 
positive corporate ESG behavior. Therefore, good ESG performance is to some extent already 
reflected in stock prices and thereby the stock market reactions to positive ESG announcements are 
less significant than reactions to negative ESG announcements. 
 
In section 6.2 reliability and validity of the event study results are discussed in order to assess the 
applicability of the results in terms of the research question of this thesis and to what extent results 
can be applied to other companies and industries.  
When collection data, 9 negative ESG announcements was identified, the small sample reduce the 
validity of event study results. Despite of the small sample of negative ESG announcements, the 
internal validity of the research results is assessed to be at a high level as a result of the research 
design, the conducted robustness tests and the correspondence between data collection and the 
underlying assumptions of event study methodology.  



 78 

The aim of this thesis is to identify to what extent investors value ESG information related to H&M 
as H&M has a high focus on ESG engagement throughout corporate strategy, supply chain and 
corporate image. Thereby the results obtained in this event study can only be applied to H&M with 
certainty. Generalization of the results to other companies operating within the same industry and 
market as H&M relies on the validity of institutional theory and its underlying mechanics. An industry 
level event study is beyond the scope of this thesis but is highly relevant for further research in terms 
of verifying and generalizing the results of this thesis. 
In order to bring the findings of this thesis into a broader perspective the Covid-19 pandemic and its 
impact on ESG engagement within the corporate and investment industry is reflected upon.  
The Covid-19 pandemic is expected to create an increase in social inequality. The social issues arising 
from Covid-19 and how companies are adjusting corporate behavior to the ongoing situation are 
already receiving high media and consumer attention. This could imply that ESG behavior to a larger 
degree will be an important aspect for companies to consider in order to maintain a strong corporate 
reputation. Additionally, the Covid-19 pandemic is, as of May 2020, already starting to uncover 
corporate vulnerability in supply chains and thereby companies may have to gain greater insights into 
these supply chains in order to improve risk management. Corporate operations are impacted by the 
vulnerability of the workforce of suppliers located in developing economies. The Covid-19 pandemic 
are uncovering how poor working conditions and poor access to health care for workers in supply 
chains, can create implications for production.  
Within the investment industry Covid-19 is emphasizing the relevance of applying ESG in risk 
management as the pandemic is a reflection of how environmental and social issues can affect 
corporate operations. Therefore, the importance of assessing how companies are exposed to ESG risk 
is expected to increase in the future when investors assess risk.  
 
I. Bibliography 
Allen, D. ., & Shonnard, D. . (2011). Sustainable engineering: Concepts, Design and Case Studies (Upper 

Sadd). Pearson Education INC. 
Andersen, I. (2008). Den skinbarlige virkelighed: Om vidensproduktion inden for samfundsvidenskaberne 

(4th ed.). Frederiksberg: Forlaget Samfundslitteratur. 
Ansari, N., Cajias, M., & Bienert, S. (2015). The Value Contribution of Sustainability Reporting – an 

Empirical Evidence for Real Estate Companies. Oxford Journal of Finance and Risk Perspectives, 4(4), 
190–205. 

Aouadi, A., & Marsat, S. (2016). Do ESG Controversies Matter for Firm Value? Evidence from International 
Data. Journal of Business Ethics, 151(4), 1027–1047. https://doi.org/10.1007/s10551-016-3213-8 

Bauer, R., Otten, R., & Rad, A. T. (2006). Ethical investing in Australia: Is there a financial penalty? Pacific 
Basin Finance Journal, 14(1), 33–48. https://doi.org/10.1016/j.pacfin.2004.12.004 

Bello, Z. (2005). Socially Responsibele Investing and Portfolio Diversification. Journal of Financial 
Research, 28. https://doi.org/https://doi.org/10.1111/j.1475-6803.2005.00113.x 

Bonini, S., Koller, T., & Mirvis, P. (2009). McKinsey on Finance. Mckinsey on Finance, 32(23), 5–16. 
Retrieved from http://www.performancesconsulting.com/bibliotheque/veille/strategie161.pdf 

Brammer, S. J., & Pavelin, S. (2006). Corporate Reputation and Social Performance: The Importance of Fit. 
Journal of Management Studies, 43(3), 435–455. https://doi.org/10.1111/j.1467-6486.2006.00597.x 



 79 

Brealey, Meyers, & Allen. (2017). Principles of Corporate Finance (12th ed.). New York: McGraw-Hill 
Educations. 

Brown, S. J., & Warner, J. B. (1985). Using daily stock returns: The case of event studies. Journal of 
Financial Economics, 14(1), 3–31. https://doi.org/10.1016/0304-405X(85)90042-X 

Cambridge English Dictionary. (2020). Retrieved April 26, 2020, from Cambridge English Dictionary 
website: https://dictionary.cambridge.org/dictionary/english/adequacy 

Carroll, A. B. (1999). Corporate social responsibility: Evolution of a definitional construct. Business and 
Society, 38(3), 268–295. https://doi.org/10.1177/000765039903800303 

CFA Institute. (2019a). ESG Integration in Europe, the Middle East, and Africa: Markets, Practices, and 
Data. Retrieved from https://www.unpri.org/download?ac=6036 

CFA Institute. (2019b). ESG Integration in Europe, the Middle East, and Africa: Markets, Practices, and 
Data. Retrieved from https://www.unpri.org/download?ac=6036 

Collins, A. (2020). Coronavirus Efforts: Estée Lauder Making Hand Sanitizer. Retrieved April 21, 2020, 
from Women’s Wear Daily website: https://wwd.com/beauty-industry-news/beauty-
features/coronavirus-estee-lauder-makes-hand-sanitizer-1203545339/ 

Commission, E. (2014). Non-financial reporting | European Commission. Retrieved April 13, 2020, from 
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-
reporting/non-financial-reporting_en 

Dacanay, M. L. (2012). Social Enterprises and the Poor: Enhancing Social Entrepreneurship and 
Stakeholder Theory. Copenhagen Business School. 

DiMaggio, P. J., & Powell, W. W. (1983). The Iron Cage Revisited : Institutional Isomorphism and 
Collective Rationality in Organizational Fields. American Sociological Review, 48(2), 147–160. 

Dimson, E., Li, X., Bauer, R., Brav, A., Cheang, A., Clarke, G., … Kedia, S. (2013). Active Ownership 
Abstract : We analyze an extensive proprietary database of corporate social responsibility. (June), 1–
49. 

Doh, J. P. et. al. (2010). Does the Market Respond to an Endorsement of Social Responsibility? The Role of 
Institutions, Information, and Legitimacy. Journal of Management, 36(6), 1461–1485. 
https://doi.org/10.1177/0149206309337896 

Eurosif. (2020). Eurosif: Responsible Investment Strategies. Retrieved February 11, 2020, from Eurosif 
website website: http://www.eurosif.org/responsible-investment-strategies/ 

Fashion Revolution. (2020). Fashion Transparency Index. Retrieved from 
https://issuu.com/fashionrevolution/docs/fashion_transparency_index_2019?e=25766662/69342298 

Fisher-Vanden, K., & Thorburn, K. S. (2011). Voluntary corporate environmental initiatives and shareholder 
wealth. Journal of Environmental Economics and Management, 62(3), 430–445. 
https://doi.org/10.1016/j.jeem.2011.04.003 

Flammer, C. (2013). Corporate social responsibility and shareholder reaction: The environmental awareness 
of investors. Academy of Management Journal, 56(3), 758–781. https://doi.org/10.5465/amj.2011.0744 

Freeman, R. E., Parmar, B. L., Harrison, J. S., Wicks, A. C., Purnell, L., & de Colle, S. (2010). Stakeholder 
theory: The state of the art. Academy of Management Annals, 4(1), 403–445. 
https://doi.org/10.1080/19416520.2010.495581 

Friedman, M. (1970, September 13). The Social Responsibility of Business Is to Increase Its Profits. The 
New York Times, p. SM17. Retrieved from https://www.nytimes.com/1970/09/13/archives/a-friedman-
doctrine-the-social-responsibility-of-business-is-to.html 

Funakoshi, M. (2020). How the coronavirus is affecting the global stock markets. Retrieved April 24, 2020, 
from World Economic Forum website: https://www.weforum.org/agenda/2020/03/stock-market-
volatility-coronavirus/ 

Going Global. (2008). Industry and Employment Trends - Sweden. In Going Global. Retrieved from 
http://search.ebscohost.com/login.aspx?direct=true&db=bth&AN=67363226&lang=tr&site=ehost-live 

H&M Group. (n.d.). H&M Group | Newsroom. Retrieved May 14, 2020, from H&MGroup.com website: 
https://hmgroup.com/media/news.html 

H&M Group. (2018a). H&M Group Sustainability Report 2018. Sustainability Report 2018, 1–109. 
Retrieved from 
https://about.hm.com/content/dam/hmgroup/groupsite/documents/masterlanguage/CSR/reports/2018_S



 80 

ustainability_report/HM_Group_SustainabilityReport_2018_ FullReport.pdf 
H&M Group. (2018b). Indexes & rankings. Retrieved February 14, 2020, from H&M website: 

https://sustainability.hm.com/en/sustainability/about/what-others-say/indexes-rankings.html 
H&M Group. (2019). Remuneration 2019. Retrieved February 14, 2020, from H&MGroup.com website: 

https://hmgroup.com/about-us/corporate-governance/remuneration/remuneration-2019.html 
H&M Group. (2020a). H&M group | H&M Foundation. Retrieved April 26, 2020, from H&M group 

website: https://hmgroup.com/about-us/hm-foundation.html 
H&M Group. (2020b). H&M Group | Markets. Retrieved April 26, 2020, from H&M group website: 

https://hmgroup.com/about-us/markets-and-expansion.html 
H&M Group. (2020c). H&M Group included in CDP A-list. Retrieved February 14, 2020, from HM.com 

website: https://hmgroup.com/media/news/general-news-2020/hmgroup-included-CDP-A-list.html 
H&M Group to supply protective equipment for hospitals. (2020). Retrieved April 21, 2020, from H&M 

Group website: https://hmgroup.com/media/news/general-news-2020/h-m-group-to-supply-protective-
equipment-for-hospitals.html 

Hayat, U., Orsagh, M., Schacht, K. N., & Fender, R. A. (2015). Environmental, Social and Governance 
issues in Investing - A Guide for Investment Professionals. 

Hennes, & Mauritz, A. (2018). Corporate governance report 2018 H &amp; M Hennes &amp; Mauritz AB. 
1–15. Retrieved from 
https://about.hm.com/content/dam/hmgroup/groupsite/documents/masterlanguage/Corporate 
Governance/Corporate Governance Reports/Corporate governance report 2018.pdf 

Hillier, D. et. al. (2014). Foundamentals of Corporate Finance (second). Berkshire: McGraw-Hill 
Educations. 

Holm, A. B. (2016). Kuhns Paradigmeteori. In Videnskab i virkeligheden (1.edition, pp. 59–73). 
Samfundslitteratur. 

Hulse, J. (2020). There can be no return to business-as-usual for the finance sector. Retrieved April 21, 2020, 
from Responsible Investor website: https://www.responsible-investor.com/articles/there-can-be-no-
return-to-business-as-usual-for-the-finance-sector 

Inditex. (2016). Our Commitment to Sustainability. Retrieved from http://www.ij.co.za/ij-sustainability/ 
Ioannou, I., & Serafeim, G. (2015). The Impact of Corporate Social Responsibility on Investment 

Recommendations: Analysts’ Perceptions and Shifting Institutional Logics. Strategic Management 
Journal, 36(7), 1053–1081. https://doi.org/10.1002/smj.2268 

Kattrup, J. (2020). COVID-19: ”Social” i ESG overtager medieopmærksomhed. Retrieved April 21, 2020, 
from Økonomisk Ugebrev website: https://ugebrev.dk/ledelse/covid-19-social-i-esg-overtager-
medieopmaerksomhed/ 

Khan, M., Serafeim, G., & Yoon, A. (2015). Corporate Sustainability: First Evidence on Materiality. HBS 
Working Paper 15-073. The Accounting Review, 1–55. https://doi.org/10.2308/accr-51383 

Khotari, S. ., & Warner, J. . (2006). Econometrics of Event Studies. In E. . Eckbo (Ed.), Handbook of 
Corporate Finance: Empirical Corproate Finance: Vol. A (pp. 68–85). 
https://doi.org/10.1163/157181086X00319 

Kuhn, T. . (1973). The Structure of Scientific Revolutions (Chicago University Press, Ed.). Chicago. 
Lackmann, J., Ernstberger, J., & Stich, M. (2012). Market Reactions to Increased Reliability of Sustainability 

Information. Journal of Business Ethics, 107(2), 111–128. https://doi.org/10.1007/s10551-011-1026-3 
Laski, J. (2020). COVID-19 and Beyond: Using sustainable finance to build social resilience. Retrieved 

April 21, 2020, from Sustainlytics, Sustainable Finance Solutions website: 
https://www.sustainalytics.com/sustainable-finance/2020/04/07/covid-19-and-beyond/ 

Mackinlay, A. C. (1997). Event Studies in Economics and Einance event studies are used to assess damages. 
Jornal of Economic Literature, XXXV(March), 13–39. 

McWilliams, A., & Siegel, D. (1997). Event Studies in Management Research: Theoretical and Empirical 
Issues. Academy of Management Journal, 40(3), 626–657. https://doi.org/10.2307/257056 

Moura-Leite, R. C., Padgett, R. C., & Galan, J. I. (2012). Is social responsibility driven by industry or firm-
specific factors? Management Decision, 50(7), 1200–1221. 
https://doi.org/10.1108/00251741211246969 

Moura, C. J. R. de. (2018). A renewed EU strategy for Corporate Social Responsibility. In European 



 81 

Commission. Retrieved from https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:52011DC0681&from=EN 

Nasdaq. (2020). Hennes & Mauritz B. Retrieved May 14, 2020, from Nasdaq website: 
http://www.nasdaqomxnordic.com/shares/microsite?Instrument=SSE992&symbol=HM 
B&name=Hennes & Mauritz B 

Newbold, P., Carlson, W. ., & Thorne, B. . (2013). Statistics for Business and Economics (Eighth). Harlow: 
Pearson Education Limited. 

Olsen, P. ., & Pedersen, K. (2003). Kapitel 10: Kvalitetsbeskrivelse. In Problemorienteret projektarbejde. 
Samfundslitteratur. 

Principles for Responsible Investment. (2018). The Six Principles. Retrieved from 
http://www.unpri.org/about-pri/the-six-principles/ 

Renneboog, L., Horst, J., & Zhang, C. (2008). The price of ethics and stakeholder governance: The 
performance of socially responsible mutual funds. Journal of Corporate Finance, 14, 431–445. 
https://doi.org/10.1016/j.jcorp 

Roadmap to Change. (2020). Roadmap To Change. Retrieved April 13, 2020, from Roadmap to Change 
website: https://www.roadmaptozero.com/ 

Serafeim, G. (2020). Public Sentiment and the Price of Corporate Sustainability. Financial Analysts Journal, 
3312. https://doi.org/10.2139/ssrn.3265502 

Serafeim, G., Waitzer, E. J., Llp, S. E., Barker, R., Management, B. B., Milano, G., … Giessen, J. U. (2018). 
In This Issue : Notes from the Field. Journal of Applied Corporate Finance, (2), 13. 

Simonsen, P. (2020). Bestseller vil ikke betale husleje for over 200 butikker - FINANS. Retrieved April 21, 
2020, from Finans website: https://finans.dk/erhverv/ECE12036863/bestseller-vil-ikke-betale-husleje-
for-over-200-butikker/?ctxref=ext 

Strong, N. (1992). Modelling Abnormal Returns: a Review Article. Journal of Business Finance & 
Accounting, 19(4), 533–553. https://doi.org/10.1111/j.1468-5957.1992.tb00643.x 

Suárez, E., Pérez, C. M., Rivera, R., & Martínez, M. N. (2017). Applications of Regression Models in 
Epidemiology (first edit). John Wiley & Sons. 

U.S. Department of Labor. (2008). Career Guide to Industries. Washington D.C.: U.S. Department of Labor. 
UNPRI. (2020). How responsible investors should respond to the COVID-19 coronavirus crisis. Retrieved 

April 21, 2020, from UN Principles for Responsible Investments website: https://www.unpri.org/covid-
19 

van Duuren, E., Plantinga, A., & Scholtens, B. (2016). ESG Integration and the Investment Management 
Process: Fundamental Investing Reinvented. Journal of Business Ethics, 138(3), 525–533. 
https://doi.org/10.1007/s10551-015-2610-8 

Vidal, J. (2020). We are creating conditions for diseases like COVID-19 to emerge. Retrieved April 21, 
2020, from ensia website: https://ensia.com/features/covid-19-coronavirus-biodiversity-planetary-
health-zoonoses/ 

Waddock, S. (2008). Building a New Institutional Infrastructure for Corporate Responsibility. Academy of 
Management Perspectives, 22(3), 87–108. https://doi.org/10.5465/AMP.2008.34587997 

Weber, F., & Mahida, S. (2020). COVID-19 demonstrates the need to address ESG risks in supply chains. 
Retrieved April 21, 2020, from Responsible Investors website: https://www.responsible-
investor.com/articles/covid-19-demonstrates-the-need-to-address-esg-risks-in-supply-chains 

 
II. Appendix 
Appendix 1 - Announcements 

Table 1A – Positive ESG Announcements 
Date Announcement  
12.04.2012 H&M Sustainability Report 2011 
20.04.2012 Zero Discharge of Hazardous Chemicals (ZDHC) progress update 
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26.07.2012 Higg-index launched by H&M and other industry leaders* 
30.07.2012 Second ZDHC progress update 
04.09.2012 H&M bans Perflourinated Compounds (PFC:s) 
20.09.2012 H&M included in Dow Jones Sustainability Index 
16.10.2012 H&M ranked in top for environmental efforts in Institute of Public 

& Environmental Affairs (IPE) report 
15.11.2012 H&M receives B-mark in "Not for Sale" report based on labor 

conditions in supply chains 
24.01.2013 WWF and H&M enters global partnership to develop new water 

strategy 
21.03.2013 H&M Sustainability Report 2012 
08.05.2013 H&M is ranked the "Most sustainable fashion retailer in the 

Netherlands" by Dutch consumer organization 
11.06.2013 ZDHC progress update 
16.09.2013 H&M included in Dow Jones Sustainability index World 2013 
31.10.2013 H&M appointed as leaders in Greenpeace report on reducing use of 

hazardous chemicals in products 
23.01.2014 H&M ranked number 64 on Global 100 annual list of most 

sustainable companies in the world 
25.03.2014 H&M named as a 2014 World's Most Ethical Company by 

Ethisphere Institute 
10.04.2014 H&M Sustainability report 2013 
02.09.2014 H&M and Swedfund initiate cooperation to better social and 

environmental standards in Ethiopia’s textile industry 
11.09.2014 H&M included in Dow Jones Sustainability index 2014 
23.09.2014 H&M CEO Karl-Johan Persson is awarded with the Pontus Schultz 

prize for contributing to a more humane economy 
15.10.2014 H&M is a world leader for corporate action on climate change - 

awarded A grade by The CDP Climate Performance Leadership 
Index 2014 

28.10.2014 H&M blacklist a spinning mill in India after report of child labor 
30.10.2014 Stefan Persson (chairman) and H&M are rewarded with 

"Humanitarian of the Year" for dedication to gender equality by 
United Nations Association of New York 

19.01.2015 RobecoSam award H&M as Industry Mover in the retail industry for 
H&M's sustainability engagement and achievements  



 83 

18.03.2015 H&M named as a 2015 World's Most Ethical Company by 
Ethisphere Institute 

20.03.2015 Greenpeace names H&M a Detox Leader because of H&M's work 
to eliminate use of chemicals  

09.04.2015 H&M Sustainability Report 2014 
28.04.2015 Environmental Protection Agency recognizes H&M for being a 

leading green power user 
08.09.2015 H&M and Humane Society International enters into collaboration 

on animal welfare 
10.09.2015 H&M included in Dow Jones Sustainability index World 2015 
03.11.2015 H&M and global trade union IndustriAll signs agreement aiming to 

improve dialogue between employer and employees at supplier 
factories 

07.03.2016 H&M named as one of the world's most ethical companies in 2016 
by Ethisphere Institute 

14.04.2016 H&M Sustainability Report 2015 
06.09.2016 H&M Foundation and The Hong Kong Research Institute of Textiles 

and Apparels enter collaboration to develop new recycle 
technologies 

13.10.2016 H&M CEO receives sustainability award by NMC nerverket for 
Hålbart Noringsliv 

04.04.2017 H&M Sustainability Report 2016 
24.04.2017 H&M ranks in top 3 in transparency index by Fashion Revolution 

and Ethical Consumer 
08.05.2017 H&M joins international initiative to enhance energy productivity 

(joins EP100 and commits to double its energy productivity) 
02.10.2017 "H&M promises greater transparency for investors" 
03.10.2017 H&M is highlighted as one of the top performing brands in the 

sustainability ranking 2017 published by WWF, soldidaridad and 
pesticide action network UK 

10.10.2017 H&M invest in new recycling technology developed by re:newcell 
12.04.2018 H&M Sustainability Report 2017 
23.04.2018 Transparency Index (by Fashion Revolution) ranks H&M in Top 5  
27.06.2018 Monki HQ is LGBTQ certified by RFSL - the Swedish Federation 

for Lesbian, Gay, Bisexual and Transgender Rights 
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23.10.2018 H&M Group named the biggest user of sustainable cotton in Textile 
Exchange's yearly Preferred Fiber Materials Market Report 

10.12.2018 H&M Group joins the Fashion Industry Charter for Climate Action 
26.02.2019 H&M named as one of 2019 World's Most Ethical Company by 

Ethisphere Institute 
14.03.2019 H&M Group signatory of the New Plastics Economy Global 

Commitment by the Ellen MacArthur Foundation 
02.04.2019 H&M Sustainability Report 2018  
23.08.2019 H&M Group is one of the signatories of the Fashion Pact and its 

commitments on climate, biodiversity and oceans  
16.09.2019 H&M Group included in Dow Jones Sustainability Index 2019 
10.12.2019 H&M introduces Delivery by bicycle in the Netherlands    

  *Higg index is a standard used to assess environmental and social 
sustainability within the retail industry 

 
 

Table 1B – Negative ESG Announcements 
Date Announcement  
24.03.2013 Rana Plaza Bangladesh factory collapse 
31.05.2016 Asia Floor Wage Alliance 2016 "precarious work in the H&M 

Global Value Chain" 
16.10.2017 Operation X in Denmark reports that H&M has burned 12 tonnes of 

clothing 
23.11.2017 Swedish media SVT reports that H&M have burned 17 tonnes of 

clothing in Sweden  
08.01.2018 "Coolest Monkey in The Jungle" Scandal - Celebrity collaborators 

determine contracts as a consequence 
28.05.2018 Global Labor Justice released report detailing gender-based violence 

in H&M garment supply chains  
28.10.2019 H&M CEO states that eco-conscious consumers will have “terrible 

social consequences.” (Bloomberg interview) 
13.11.2019 H&M are named as one of the brands using "Xinjiang cotton" 

products - a region in China plagued by allegations of human rights 
abuse 
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20.12.2019 It was disclosed that German H&M managers stored sensitive data 
about employees 

 
 

Table 1C – Financial Announcements 
 

Date Announcement 
26.01.2012 H&M AB full year report 
15.03.2012 Sales Development in 1st quarter of 2012 
29.03.2012 H&M AB 3-month report 
03.05.2012 Approved dividend payout 
15.06.2012 Sales Development in 2nd quarter of 2012 
20.06.2012 H&M AB 6-month report 
17.09.2012 Sales Development in 3rd quarter of 2012 
27.09.2012 H&M AB 9-month report 
17.12.2012 Sales Development in 4th quarter of 2012 
30.01.2013 H&M AB Full year Report 
15.03.2013 Sales Development in 1st quarter of 2013 
26.03.2013 H&M AB Annual Report 2012 
23.04.2013 Approved dividend payout 
12.06.2013 Sales Development in 2nd quarter of 2013 
19.06.2013 H&M AB 6-month report 
16.12.2013 Sales Development in 4th quarter of 2013 
30.01.2014 H&M AB Full year report 
17.03.2014 Sales Development in 1st quarter of 2014 
27.03.2014 H&M AB 3-month report 
02.04.2014 H&M AB Annual Report 2013 
29.04.2014 Approved dividend payout 
11.06.2014 Sales Development in 2nd quarter of 2014 
18.06.2014 H&M AB 6-month report 
15.09.2014 Sales Development in 3rd quarter of 2014 
25.09.2014 H&M AB 9-month report 
15.12.2014 Sales Development in 4th quarter of 2014 
28.01.2015 H&M AB full year report 
16.03.2015 Sales Development in 1st quarter of 2015 
24.03.2015 H&M AB 3-month report 
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27.03.2015 H&M AB Annual Report 2014 
29.04.2015 Approved dividend payout 
15.06.2015 Sales Development in 2nd quarter of 2015 
25.06.2015 H&M AB 6-month report 
15.09.2015 Sales Development in 3rd quarter of 2015 
24.09.2015 H&M AB 9-month report 
15.12.2015 Sales development in 2015 
28.01.2016 H&M AB full year report 
15.03.2016 Sales development in 1st quarter of 2016 
30.03.2016 H&M AB Annual Report 2015 
06.04.2016 H&M AB 3-month report 
03.05.2016 Approved dividend payment 
15.06.2016 Sales development in 2rd quarter of 2016 
22.06.2016 H&M AB 6-month report 
15.09.2016 Sales Development 3rd 2016 
30.09.2016 H&M AB 9-month report 
15.12.2016 Sales Development 2016 
31.01.2017 H&M AB full year report 
15.03.2017 Sales development in 1st quarter of 2017 
31.03.2017 H&M AB annual report 2016 
10.05.2017 Dividend payout approved 
15.06.2017 Sales development in 2rd quarter of 2017 
29.06.2017 H&M AB 6-month report 
15.09.2017 Sales development in 3rd quarter of 2017 
28.09.2017 H&M AB 9-month report 
15.12.2017 H&M group sales development for 2017 
31.01.2018 H&M AB Full year report 
12.02.2018 Board of directors propose cash dividend pay out 
15.03.2018 H&M Group sales development 1st quarter 2018 
27.03.2018 H&M AB 3-month report 
28.03.2018 H&M AB Annual Report 2017 
08.05.2018 Approved dividend payout 
15.06.2018 H&M Group Sales development 2rd quarter 2018 
28.06.2018 H&M AB 6-month report 
17.09.2018 H&M Group Sales development 3rd quarter 2018 
27.09.2018 H&M AB 9-month report 
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17.12.2018 H&M Group Sales development 2018 
31.01.2019 H&M AB full-year report 
15.03.2019 H&M Group sales development 1st quarter 2019 
29.03.2019 H&M AB Annual Report 2018 
07.05.2019 Approved dividend payout 
17.06.2019 H&M Group Sales development 2rd quarter 2019 
27.06.2019 H&M AB 6-month report 
03.10.2019 H&M AB 9-month report 
16.12.2019 H&M Group Sales development 2019 

 
 

Appendix 2 – AAR of Financial Announcements, Dividend Announcements highlighted 

See attached excel-file in which AAR of financial announcements are presented. Dividend 
announcements are highlighted in green in order to highlight the AARs associated with dividend 
announcements on event day 0. 
 

Appendix 3 – Financial Announcements Excluding Dividend Announcements  

Table 3A - Standard Deviations 

Dividend Announcements Removed 

Event Window Day AAR 
SD 
AAR 

-4 0,102% 0,433% 
-3 0,037% 0,645% 
-2 0,127% 0,534% 
-1 0,055% 0,702% 
0 -0,054% 2,580% 
1 -0,143% 0,606% 
2 -0,009% 0,812% 
3 0,066% 0,592% 
4 0,029% 0,591% 
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Table 3B – AAR and CAAR in 7 day period 

 
 

Appendix 4 – Dividend Announcements 

Table 4A - Standard Deviations 

Dividend Announcements 

Event Window Day AAR 
SD 
AAR 

-4 -0,193% 0,788% 
-3 -0,331% 1,165% 
-2 0,085% 0,339% 
-1 0,229% 0,404% 
0 0,090% 0,547% 
1 -3,346% 0,847% 
2 -0,418% 1,013% 
3 0,285% 0,578% 
4 -0,077% 0,182% 
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Appendix 5 – WLS method 

5A.1 - Positive ESG Announcements , WLS method 

 
 

5A.2 - Positive ESG Announcements , WLS method – Standard Deviations 

Positive ESG Announcements - WLS 

Event Window Day AAR 
SD 
AAR 

-4 0,086% 0,486% 
-3 -0,026% 0,561% 
-2 0,003% 0,919% 
-1 0,089% 0,498% 
0 0,135% 0,466% 
1 0,116% 0,652% 
2 -0,157% 0,981% 
3 -0,096% 0,625% 
4 0,061% 0,652% 
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5B.1 - Negative ESG Announcements , WLS method 

 
 

5B.2 - Negative ESG Announcements , WLS method – Standard Deviations 

Negative ESG Announcements - WLS 

Event Window Day AAR SD AAR 
-4 -0,130% 0,659% 
-3 -0,215% 0,593% 
-2 -0,502% 1,143% 
-1 -0,584% 0,624% 
0 -0,265% 0,388% 
1 -0,423% 0,549% 
2 0,284% 0,468% 
3 -0,207% 0,663% 
4 -0,032% 0,354% 
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5B.3 - Negative ESG Announcements , WLS method 

 
 

5C.1 - Financial Announcements , WLS model 
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5C.2 - Financial Announcements , WLS method – Standard Deviations 

Financial Announcements - WLS 

Event Window Day AAR 
SD 
AAR 

-4 0,077% 0,497% 
-3 0,003% 0,729% 
-2 0,126% 0,518% 
-1 0,078% 0,679% 
0 -0,034% 2,445% 
1 -0,483% 1,184% 
2 -0,049% 0,848% 
3 0,094% 0,595% 
4 0,022% 0,565% 

 


