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Summary

This paper aims at analyzing the impact of corporate environmenral information disclosure from the
perspective of investors. To that end, we have collected environmental information disclosure data of
all Chinese listed companies from 2004 to 2020 and controlled the impacts of annual reports on
investor response. We apply the Fama-French five-factor model to calculate the accumulative
abnormal returns of stocks during the event window period. Our results suggest that environmental
information disclosure can have a significant negative response among investors when we take the
impacts of annual reports into consideration. Moreover, we find that heavy-polluting companies and
companies with high institutional shareholding are more likely to have negative reactions from
investors. Notably, the negative response is found significant after the Ambient Air Quality Standard
was revised in 2012. Furthermore, high environmental expenditure and strict environmental
regulation will result in negative investor responses, while the political connection can alleviate the
negative impacts of environmental information disclosure. The results remain robust in different
ways. The findings suggest that listed companies may lack the incentive to engage in environmental
management and are reluctant to disclose environmental information. Consequently, the government
should formulate a mandatory disclosure policy and provide administrative support to environmental-
friendly companies. Besides, companies should improve innovation technology to cut down
environmental costs. Meanwhile, investors should be aware of the importance of corporate
environmental behaviors and realize the long-term benefits of environmental management of listed
companies.
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