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The Impact of Environmental Penalty on the Stock Price of Chinese
“High Pollution and High Energy Consumption” Listed Companies

WANG Yi', GONG Xinyu’
( 1.Chinese Academy for Environmental Planning, Beijing 100012, China; 2.Beijing Normal University, Beijing 100875, China )

Abstract: Taking 49 “high pollution and high energy consumption” listed companies in the A-shares from Shanghai and Shenzhen Stock Exchange
as sample, 67 environmental penalty samples from 2007 to 2017 with six industries among chemical industry, steel industry, coal mining industry
and others were included in our data. An empirical study using event study method on the response of stock market before and after the issuance
of environmental penalties was conducted, and the market value loss of each environmental violation was also estimated. It was found that, on the
day when environmental penalty was released, the stock price dropped sharply, with a significant negative abnormal return. The highest dropping
rate was 7.72%, and the impact could last to the next day. Then, the negative effect was no longer significant as the average abnormal return was no
longer significant. However, the fall in stock price was not recoverable in a short time, as the cumulative average abnormal return continued to be
significantly negative. As for market value loss, all the listed companies lost about 285million market value on average, among which the highest loss
was about 4.85billion. The total market value loss for all the companies was about 19.1billion.

Keywords: environmental penalty; market reaction; market value loss; event study



