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ARgsEEE o ATFANE v 2k

A, 71801 BSG v:;—v o el Awe] kel gol FAH G v, 1 ke v et
O

f

® i

HOhéﬂﬁ

kkok

r-Iu

8T 120234 01 142 =EAMEEL 20234 014 20¢

1A AL, AEdsta Z2gds 7 st A} E-mail: mbckim@naver.com

%‘14 EHELJJI 7Zdist gty uhalgd, E-mail: tiwish@naver.com
8t g8t w4 E-mail: indianak@knu.ac.kr

bS]
S

HIA
=




W 7 7 BB

19723 =pAl4 AF7|#el 2okE o w7k B Al ‘*3%21 37 (Limits to
Growth)'& &3l AX|&7FsAdel digh TA7F Ago=2
o
1717} Elszm
A TAE oﬁéo}ﬂ 13l AAA Sl

2
X

is
g
)
off
_?L

aEE A7) WA 714 o] &7, AHE)
S A2 el 23S ghE ESG 4 9S AHsks 7I9Ee] = Atk
71E9 ATEL 7199 ESG TH0l #25s a8l dF 719l Hg dE SeE

SHoEA 3§ &S =Y F dte Ae Bo] FATHEl Ghoul et al, 2011; Goss
and Roberts, 2011; Chava, 2014; Cornett et al., 2016; Breuer et al., 2018; Eliwa et al.,
2021). 3 B A AE2 ESG swol =25 719 AT A 71 ¢

do = JfMstta B sk th(Yoon et al, 2018; Breuer et al., 2018). 7] %9] 2
ATES ES ESG swol 7199 44 915 =k A ESG THol 74 x
FlEd T B e vt A3pso] A F AL )l Halbritter
Dorfleitner(2015)+ ESG iE—f‘—Eﬂ QoA ESG TH°] =2 3JAS} & 3|4} 1hell |

flo F“10

N

Adstt= AFEE Yo ‘Rl‘:}(Cheng et al, 2013; Luo and Balvers, 2017).

ESG T3 FA7F 7199 F45 v 7199 7HA S 74 23g g ojw g
FFE A A, & FEZLE AT | ESG B7Fswol 719 7l ojw e g3
A=A ol g A7 GebAl s 9lal WAL AR 719 9] ESG W7bsH ol
7190¢] Sk gl MRl Gl tigte] ojxs] =wto] slvke] 34, &=, 2016, o)A,
ol+7, 2021; Argell, +Rd, 2021; ¥, o] &g, 2022, HF-H, HEH, 2022).

w ArelA= ESG sH% FAE 71919 7HAell @S v FrhEES) Mes
dodl= BaE w4k, Uk Ed SA4A 9 Mnd A es A4
Z1el ol g FEFS MA=AS TAAT o5 HsiA & Aol A= 20129 HH
2021%7b4] KOSPL 5t KOSDAQ 7 2l 20l 7 1436171 9] (194971 71 e] vt ¥



A2 dlolEl§ AHEHHor, KIS-VALUE % T
AEAA T Ak Alsiert, slmel ARS 2o 719 Ak 917 4
Aeg Adsgon] e xs Ty Assag #4 ne ey
giatel shpu 9 BgA) S5 0FS !

2]
=2 =
N A= GEs 2 AYslTE 14 &9 RYFEM)S AR AL ESG At Ft a9

%

2R3 Y] A&7 B4 2 (spatio-temporal Durbin model) S AF&3F9iTh.
o] A 7|E£9 ATt} v|wEte] Al 71A] =Wl A ESG B Aol 7o sk

A, 2 A= 7199 ESG Swol Adrldem i 7o) Frhee gl vA=

£E AYE] A Ao B e ARG wele B FNA o7t gk
S, 719 2 AelE RAT W AU A3 FARGE ol §le] 7)4e] Tl Ee
BASgla 19 FY ZaolEe 79 ESG SRR ohet 4 71919l ESG
ARTANE G2 Wtk A2 Wk A, AAD AR} B oJzs) & 7]
QFE del J1t FA W5E BA nEgosn 71de] FA5E B 998
g

w A7 FARI ESG S B %7t 50 wE Sk E ] Aleit datd o
Ao} FALSE AF= A9 gluk thet Bl Ghoul et al.(2011) 52 3743 2 314313514
AFE A 7199 A HE-S ZA E1thaL 3191 Chava(2014)l] W2 % 7|3
olefgh 37 AIZF A= 71l AT E = 23 tisel diel] B4 U] w2 oA S-S gl
&tttk Goss and Roberts(2011)&= AFS] A Al]] ZA7F 9l 71 o] Aul27} o] &2
T 7I9ET 7 WA 18 HloJA & EQE FFo o @ H&-S A&l 55l
Cornett et al.(2016)> 7191 ] A4 %7} CSR A9 574

sl
Z|
Foith FA12 9@ FEZE 02 PAT v ESG A%e] YL Frhel 34

FLI

AUTHIL
Qs Fa wte] A-olli= Fbell A JgS Frhal sk tie]d Y, A&, 2016;
Ao, w3 2021). Benlemlih and Bitar(2018)7} 1998\ 3-E] 20123 7F4] 3,0007] ©] 4]

=
i3
)

Qo] AbelE 2415 Aol wh=wl 7]ge] B CSR Folt FAh WS ol
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B2l 2848 3AT)E Ao® YERET Yoon et al(2018)2 719¢] ESG g0 7149
N7 E FHANZD = IS BAGAL ol AXNFES Aoz 3 o]d As}
A3} 7]EY PH AFES 52 ESG 5H5L 7199 QAR v&S Fola FAE
A= gl HH, 7ol ALE A AdS AR S8t 7|l A 9=
g 4 oka 39

2020) 714} &7 de=fF o , 7199
ESG 5w B7Fe v F7kel g2 vehs 71§ glaad ofddks vAe Jow
el ek e o, 2018). Duque-Grisales and Aguilera-Caracuel(2021)2 719¢] A%
Q7 ebel otrE]Fhell A 31, AFS] Bl AMAAESG) 55 B =2 Areke] A

5 A A, ESG H7kel Al (b= BAA SR frole 9o At
AoH, AEA(2018) ESG B7Few2 F7HrES g 717 ek w7 fivka
ATk

Lol ATES DFH ESG 5HE 71 V195 F4 wE XEEULE A
% =
EE ESG 49 Ao ZHelA 2w S /e A

o7} ek A Ee] ESG =9 #=1lo WA YA il 9o ESG E9lol whe Aut=
H AH7|GER1T Erhe AGE°] At (Yoon et al, 2021; 5%, 2021).
A7 HEL AH-oF AAA 5o a7l whebA ESG el WA of o] wxnt F47]¢
& a8 Fatrhs EAe] AHE L lol(9Y 1, 2012) ESG A el
]

gk o] ATFES AU v AMTHS FEste] MaEa vk
B -
mo7bE R AZFEH By
L 7k AA
F2 ATelA 7199 ESG 50l =275 7IdS AT Hl8S Y 4 A 3(El Ghoul
et al., 2011; Goss and Roberts, 2011; Chava, 2014; Cornett et al., 2016; Breuer et al.,

2018; Eliwa et al, 2021) ESG S+l &% i 7|19 AdFEc] Fdr4o=

MAEGT Budka vk Yoon et al., 2018; Breuer et al., 2018). ©|& nlgo & t}g-3}
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ANAN CAR, = FAFNE EE FA 235 Fl,

CAR,, = By + B, ESG, , + B,RND_R, ,+ B,RPT R, ,+ (3,Large_Sh,, (1
+B5Fgn_5Sh,; , + s Tobin_Q; , + B;ROA; , + B Tang_R;
+ByDebt_R; ; + 3, Ln (Assct)i,t A+,

A7 i 719E YER L 1= AEE YERdY.
ESG;,: =9 7959 ESG &

R&D_R;,;: R&D FAF W& [ 7702720 (6)/FAHt-1)]+100
RPT R, SF3AA A&

Large_Sh, ,;; W55 HIE[HNFF] AL/FF4F]
Fgn_Sh,,: =55 HIE[Q]=AFF9 A&/FF4 ]
Tobin_Q,,: Tobin®] Q[AI7F(t)/FAH:Ht)]

ROA, ;: 9 E[F71El 9 (0)/F A t-1)]

Tang R, 1274 ARt HS[2G2Ht)/E A HE-1)]
Debt_R;,: FAH& [FHA(1)/FAH-1)]

Ln(Asset),,: FAHH1,0009 ©$D)e] AA=71 #h
w719 &3

BSG 50 47 7715080 MA: 92e A7el
model ®+ cross—sectional time-series model) #442]
Al

714 &S wdstr] flskel ESG WMol

gl3ke] shd 519124 2% (pand
2% AH8@h BSG 57

‘AR, , = B, + B, ESG,

it—p

+B,RND_R, ,+ B,RPT R, ,+ 3, Large_Sh, 2)
+B5Fgn_5Sh,; , + s Tobin_Q; , + 3, ROA; , + B Tang_R; ,
+ByDebt_R; , + 3,,Ln (Asset)i,t A tE,



vehdth e 238 23 7199 MFEERE ) 9F2 4 9 AS A 6, 5E Fyy 7
Ut
CAR,, = pW* CAR, ,+ 3,ESG, ,+ 3,RND_R, .+ 3, RPT R, ,+ B,Large_Sh,,  (3)

+ B5Fgn_5Sh; , + B Tobin_Q, , + 3, ROA,

+BsTang R, , + ByDebt_R; ,+ 3,)Ln(Asset),,

+ By WHESG, , + B, W*RND_R; , + B, W* RPT_R,  + 3, W* Large_Sh,,
+ By W* Fgn_Sh,;, + B W* Tobin_Q,, + 8,, W* ROA; , + By W* Tang_R,,
+ B W Debt_R;, + By W¥Ln (Asset); +p, + X, +e;,

At

oful, Wi 719 7ke] Aelel wek FAT WAolth. 4 (W9l km)= 7193 AH 719)
jokel Aelolu, 1/di= Ael7t hE5S Fgkol A3 A} BEE WFgle] Ak
SJulofet, # ATONH FEE A AR A%E 003 HAAGE 179860]ch. AP 7))
o1 A wHE 7] Glal ABRe d2pAe] Y RE G 0ol

0 1/dy, - 1/dy ;- 1/dy;
1/d,, 0 - 1/dy; ) 1/dy;
: : 0 : :
1/dz‘—1,11/di—1,2"' 0 1/di—1,j
1d, 1/dy - 1/d; 1 0

, & Rank (i) :Rank(j)

A 719¢] ESG swel 79 7199 Frkr gl nAl= 7] 43S ddsty] flske
Al EZF Durbin 4] 23 2 (DE ARS-gIth ekale} o] Q14 714 1t 914 AR wEYAE
FAsHE wE o83, pe 2l
235 Yehl = AlRkHtime lag)elth olel whet A (D)= &7+ AlRh
Hkad &= Al ¥7F Durbin 28 (spatio-temporal Durbin model)e] ¥t}
A R 1A 7194 ESG sael oA 719G FrdEel vAle gk 4
@e] Al gk poll YEb, ESG Swe] 2k B 5 7199 Z71(AIAF p) F7He &l
nAE dEF A @Y AT & g gy ol A4z dehdh
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CAR,, = pW* CAR, ,+ 3, ESG,

i,t—p

+B,RND_R,, + B,RPT R, (4)
+ 8,Large_Sh, , + BsFgn_5Sh; .+ Bs Tobin_Q, , + 8,ROA, ,

+BsTang R, ,+ ByDebt_R; ,+ 3,Ln(A4sset),,

+BWHESG,,_,+ B, WRND_R;  + 3, W* RPT_R,, + 3, W* Large_Sh,

+ B8y5 W* Fgn_Sh,, + By W* Tobin_Q;, + ,; W* ROA; , + B,s W* Tang_R;,,

+ Big W* Debt_R;, + By W¥Ln (Asset) ;, +p; + X, + e,

. AFEA

3871l FAE), AH1(S), AMT2G) F5& SHH =7 AT EAKCGS) 2
ESG 5+ vlo|el2 283 194970 7199] & 14361719 719 Amd ZA7ES ALEat9e)
B Ao M= <G 1> 2ol ESG TH©l A+olA B-oll si@dst= 5olA 1744 9] 4 &

o3ty
<% 1> ESG 7 ¥ Ro= =

ESG Ratings A+ A B+ B B-

ESG Scores 5 4 3 2 1

<E 2> AT ME|Yn v MET|Y e

H&(Ratio)& 4 W 719 & A7) n&s mARY

Year Total Firms Chaebol Firms  Non-Chaebo Firms Ratio
(A) (B) © (F=B/A, %)
2012 1,280 131 1,149 10.23
2013 1,303 130 1,173 9.98
2014 1,319 133 1,186 10.08
2015 1,316 141 1,175 10.71
2016 1,414 144 1,270 10.18
2017 1,381 134 1,247 9.70
2018 1,491 134 1,357 8.99
2019 1,596 148 1,448 9.27
2020 1,612 152 1,460 9.43
2021 1,649 148 1,501 8.98

Total 14,361 1,395 12,966 9.71
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B Aol A= 20120l A 20210 744] g gl Axoll e 7199w gk KIS-Value
2 TS-2000 dlojefulo] 2 AR & ARSIt A8 Al uk=m - 713} v A7) 9
2 QI8 ESG 5+ #52] Ao} = Aoz Yt (s, o] -, 2022). uhebA
& AAAALEKFTO N AR AE71Y =50l wheh A 7]} v 2
Ur Ao, GE 2>l 589S AL AA 719S ARG v ARIgew

Hg2 RS A 717 F AEIQY Hi A HES 9.71%0°]th

Standard

Variables Observations  Mean Median . Minimum  Maximum
Deviation
CAR 14,361 0.087 0.088 0.803 -4.609 5.693
ESG 14,361 0.557 0.000 0.931 0.000 5.000
R&D_R 14,361 0.161 0.000 0.581 0.000 17.450
RPT_R 14,361 0.163 0.084 0.201 0.000 1.000
Large_Sh 14,361 0.404 0.397 0.163 0.000 1.000
Fgn_Sh 14,361 0.067 0.024 0.106 0.000 0.897
Tobin_Q 14,361 1.008 0.844 0.578 0.005 3.000
ROA 14,361 0.167 0.242 0.822 -2.998 2.993
Tang_R 14,361 0.551 0.555 0.192 0.005 1.000
Debt_R 14,361 0.378 0.375 0.200 0.001 0.996
Ln(Asset) 14,361 19.099 18.844 1.335 15.777 25.473

R&D ¥4 vl & (R&D_R)S] B2 02%0°] L S92 A e v&RPT_R) B
16.3%°]t}. o 5 8] &(Large_Sh)9] St 40.4%°] 31, 9531 55 H]-&(Fgn_Sh)<]
3+ 6.7%, Tobin®] Q(Tobin_Q)¢] H1F2 10080t} <=2 8(ROA)L Hito] 16.7%0]H
17 ARF Bl &(Tang_R)©] 3t 55.1%¢]t}. 31 & (Debt_R)> 1t o] 37.8%0] 1,
HAYoz FAH Ak 2ol 2 2(Ln(Asset))#He] Hr-S 19.0990] T},

3. W F A

<GE Dol E ATl AREE 8 W 3 Al E o AR YER
7

A TS FASEIT Mg 2 FaATE s SAA o2 ol sk vkt
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WS ARAL BAS AEe MR Bk o, o)W B e WE 7
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FHAe deesdde] BAE o1E 4 doBR VIF HE

o
offt
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D2 7t 23598, Q= ESG (32 R&D T4 H&, We S53A4 A v, O Ad +
FF H1E, (N2 Tobin Q, ®)& TR o] F, (9= EZéXVJ Hl%, 10y FAuE, 1D F
eI 7T, e A2 1%, 5%, 10% —??01]*1 AR FoEE HEd,

NG EL
A ate) x}(ﬂil &e

Variables (1) (2) (3) 4) (5) 6) (7 (8 9) (10) (11)
ESG 0.05" 1.00

R&D_R  -0.07"-0.06"" 1.00

RPT_R 0.02" 015" -0.04™" 1.00

Large_Sh  0.04™ 0.08™ -0.14™ 0.09™ 1.00

Fgn_Sh 0.07" 0.33" -0.05"" 0.10™ -0.02™ 1.00

Tobin_.Q 0157 -0.15"" 0.12™ -0.05"" -0.19™ 0.03"™ 1.00

ROA 0.18™ 0.03" -0.14™" 0.05™ 0.20™ 0.17" 0.2 1.00

Tang_ R -0.02" 0217 -0.02" 000 011" 0.03™ -0.08" -0.12"" 1.00

Debt R -0.08"" 0.14™ 0.12™ 0.11™ -0.09"" -0.10"" -0.13™ -0.29" 0.09™" 1.00
Ln(Asset) 001 0687 -0.11"" 0.19™ 0.13™ 0457 -024"" 0.15™ 028" 0.21"" 1.00
Chaebol D -0.09"" 058" -0.02™ 0.06™ 0.02™ 0.34™ -0.12"" 0.02" 019" 0.16™ 070"

4 QT 3 BT Ao BA
<E o>v AWTIQI A ApETIge s EE oA 3F T Aol HA ] AdE

<E 5> MYUT[AD o] MUT[he W Hlu AFY

A7 2w A1 25 3 adel 24 evka Jhgete] 2 Wt vl ASasiek Y, T 47 1%,
5%, 10% ol SAA R frofdhe ek
Variables Chaeb((i)Flrms N;?m(l:glilegbfl Dl(f[fﬁgce t-statistic

CAR -0.126 0.110 -0.236™" -10.45
ESG 2.205 0.379 1.826™ 85.46
R&D_R 0.130 0.164 -0.034™ -2.09
RPT_R 0.199 0.159 0.040"" 7.02
Large_Sh 0.414 0.403 0.0117" 2.33
Fgn_Sh 0.177 0.055 0.122™ 43.59
Tobin_Q 0.790 1.031 -0.241" -1491
ROA 0.229 0.161 0.068™" 2.95
Tang_R 0.663 0.539 0.124™ 23.40
Debt_R 0.475 0.367 0.107" 19.29

Ln(Asset) 21.956 18.792 3.164™ 118.01




LHERITE 4 oo B AEYIgel Z57h v A4Sl At 023 o Ao
4O 1% oldh RN FOI% AOE vehgrh MBWEE Avu, ESG 5e
191 497} ] A71%I9 AS ek 1806 B Zow, 19 oleh FEelA B o
Stk FAMSE RD A HIE-E 0001 ) 2 71 Aol7h 36 ofa) el x| Ko
Sletieh. SRRAR A 18-S ARAIGe] 1] AR/ AR 0040 B Fa Ay 7
W gL 001 o 2 Ao® UEhon], 19 olah 53elA fol@ Aow vehurh £,
A7) gle] v A7 GRLh 59 FF A &L 0122, A 2B 0068, L
A S 0124 A2 0107, $AHIS] A2 G 361 ] 2 Asz ehtes
1 Aol7k 1% oldk wEeIA FAHOE frelsgr

5. 374

<E 6> oI5 <E 87 B AT P A} HAF ALY o7 AFRA
Ashg AN WA <E S>elAE B AT A () AR As AARND

1
o|\

A AAE AAstL vk A 23] BYAS dotry] flste] g S (IM:
Lagrange Multiplier) #1783} dF-2%HHausman) 3782 AAISE A3 fol3k AatE Bl
F 237 A15=(VIF: variance inflation factor) #-> A 71¢) Fwko] 1.06 WA 258 A8
Aee 110 WA 1.90, ¥ AE 71 JEe 1.07 WA 1729 M= H]Iﬂf* wo
ojojA] thgaaAd TAIE $-E T Wt o] obd Ao ® Yehth E AyusE
To] TEWMp| n A= IS A Auydas 14 &3 dd 28 (fixed effects panel
model) &S AME-te] ESG Twol F7HrEol mlAl= @3 AT oA 7199
ESG Sw°l a3 7192l F7hd gl mA= =A8k7] flel Al7lel uhE W
Aol wE e wrgd At
<E 6>ole B AT M A 7
panel model)& AH&-ste] ESG 5w¢l 7kl A= 43S AT A94E AAlskaL
Ak AA xR FA A7 AP ESG T AAR
5% ola} FrollA @A o g Frkrl gl ol ek ()] FIFE A= AR VERLIL
&

A7 Fdell= froleh s vIAA g o= YeEpdth R&D F4F Hl&2 A7,
Xt}

e
r)t

N

]

E A
AN o2

n

Aoz vehuth SRR Ad M&e AW U F7hEEol 19 0157
A2 A02 vebyek i, ol ol AA] 1t v AW
o= LhehtA] gk B BAMS €39 73 612 9 Tobin Q7 915 F(+)9]
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<E 6> ESG 20| 7|ge FItxEd o|x= &
AlZF Z el gk Breusch®} Pagan 2134 5 A5(LM test) 2 78 719 EH &9k 715 (Hausman
test) 59 By Me @5 Az, /Mg 433 FEM(2A a3} 533)94 A Aztolt}, T e & & 1A 47 1%,

5%, 1006 &4 BAH0R #91ge vhehih

Dep. Variable: (1) Pooled (1-1) Chaebol Firms (1-2) Non—Chaebol Firms
CAR Coefficient t-stat Coefficient t-stat Coefficient t-stat
ESG 0.016™ 1.99 -0.012 -1.15 0.034™ 3.16
R&D_R 0.087" 8.13 0.032 0.64 0.089™ 8.15
RPT_R 0.001 0.02 -0.319" -2.60 0.031 0.76
Large_Sh 0.124™ 2.17 0.643™ 3.832 0.072 1.18
Fgn_Sh 0.659™ 6.93 -0.068 -0.36 0.825™ 7.66
Tobin_Q 0.275™ 26.55 0.406™" 9.05 0.267™ 24.92
ROA -0.007 -1.18 0.012 0.54 -0.008 -1.22
Tang_R -0.230"" -5.51 -0.474™ -2.64 -0.220"" -5.10
Debt_R -0.584"" -13.40 -0.902"" -6.09 -0.563""  -12.29
Ln(Asset) 0.475™ 32.94 0.570™" 11.00 0.464™ 30.67
Constant -9.022" -32.86 -12.384"  -10.84 -8.673""  -30.53
Obs. (Firms) 14,361(1,949) 1,395(181) 12,966(1,768)
Within 0.146 0.154 0.149
R* Between 0.004 0.014 0.027
Overall 0.005 0.016 0.035
F test 212.07" 21.83™ 196.06™*
LM test 19,719.47 1,873.14™ 17,391.83
Hausman test 34.75™ 96.31"" 697.64™
VIF test 1.06~2.58 1.10~1.90 1.07~1.72
<E 7> ESG 530| 7|¥el &7 FIedEd o|xl= IEF
U e & 1A 47 1%, 5%, 10% el A BAALE 23S YERAT FE (YES)= Fixed EffectsE UEh=
W7t mgel] FEASE fngth
Dep. Variable: (1) Pooled (1-1) Chaebol Firms (1-2) Non-Chaebol Firms
CAR Coefficient ~ t-stat  Coefficient  t-stat  Coefficient  t-stat
ESG 0.016™ 1.99 -0.012 -1.15 0.034™ 3.16
L1_ESG -0.006 -0.73 -0.027" -2.07 0.006 0.49
L2_ESG 0.001 0.13 -0.026™ -2.21 0.033" 2.13
L3_ESG -0.017" -1.58 -0.026" -2.18 -0.006 -0.37
L4_ESG -0.046"" -4.07 -0.026" -2.07 -0.075"™" -4.24
L5_ESG -0.037" -3.08 -0.020" -1.49 -0.056™" -3.02
Control Variables YES YES YES
Individual FE YES YES YES
Year FE YES YES YES
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<E 8> ESG S&0| 7|¥e FI+AdE olxls F&: AIZZ Durbin 28

o 2 HAA 747 1%, 5%, 10% FaolA EAF o2 G238 et p& 3 27|37 AFelx,., &
€ 7]19elth. FEE Fixed Effects& WeblE #57F B EFH A0S ol g

axe o
(1) (2) 1-year (3) 3-year (4) b-year

Dep. Variable: Spatial Durbin Spatial Durbin Spatial Durbin Spatial Durbin

CAR Model Model Model Model

Coefficients z-stats Coefficients z-stats Coefficients z—stats Coefficients z-stats
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The Spatio—temporal Diffusion
Effects of ESG Rating and
Announcements on the Market
Returns of Korean Firms

Choulwoo Kim* * Yongshang Liu™* - Sunghwan Kim***

Abstract

This study, using 14,361 firm-year data of KRX-listed 1,949 firms from 2012 to 2021, extracted
from KIS-Value, TS-2000, and Korea Corporate Governance Service (KCGS), to investigate the
effects of the KCGS’s ESG ratings and their announcements on the cumulative abnormal returns
(CARs) of a firm and its neighbors. A modified spatial Durbin model was used to study the
spatio—temporal diffusion effects in their ESG ratings and announcements on market returns of
Korean firms. The major research results are as follows.

First, the ESG rating of a firm has a positive (+) effect on its CAR during the year, which
decreases each year to negative from the third year onwards.

Second, for chaebol firms, the effect of the ESG rating on the CAR of the firm for the year
is negative (-) in the long run.

Third, the ESG rating of neighboring firms has a negative (-) effect on the CAR of the firm,
statistically at the 1% significance level in the year and 1-year later. However, in the 3-year and
5-year, the ESG rating of neighboring firms shows a statistically positive(+) effect on the CAR
of the firm. This study finds that the market returns of ESG-rated firms are also affected by
spatial factors in addition to other market and firm specific factors.

Keywords : ESG Rating, Chaebol, Spatio-temporal Diffusion Effects, Announcements, Market

Returns
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