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ABSTRACT
This study aims to investigate the effect of the green policy announcement on heavy-
polluter stock returns in Malaysian industries. The study adopted a market-model
event study methodology to measure 251 heavy-polluter companies from October 9,
2009 to October 29, 2021. Based on the findings, the first objective (to accept H1)
showed that investors in Malaysia demonstrated mixed reactions (þve and –ve)
towards the green policy announcement whereas the second objective (to accept H2)
revealed that there is an effect (þve and –ve) for ESG adopters in three industries
namely chemical and construction, metal and mining, and travel and leisure towards
the green policy announcement. From a practical standpoint, there are several impli-
cations to consider. Firstly, investors, portfolio managers, and regulators can utilize
stock returns as a means to maximize shareholders’ wealth. Secondly, the incorpor-
ation of ESG practices in the selection of companies can serve as a performance indi-
cator for investment decisions. Thirdly, government entities can benefit from the
ratification of green policies as an effective approach towards maximizing sharehold-
ers’ value. A theoretical perspective, an efficient market, investors cannot generate
abnormal profits once the announcement is made. Failure to incorporate information
related to environmental events into share prices would be inconsistent with the effi-
cient market hypothesis. Finally, from a management or company standpoint, inves-
ting in green initiatives allows heavy-polluter companies to transition into more
energy-efficient and environmentally-friendly entities, fulfilling their social, environ-
mental, and ESG responsibilities. This study’s novelty focuses on the relationship
between stock performance, green finance policies, and ESG adoption.

IMPACT STATEMENT
Green finance policies encompass a range of regulatory measures, incentives, and ini-
tiatives aimed at mobilizing financial resources towards environmentally sustainable
investments and projects. These policies are designed to address pressing environ-
mental challenges, such as climate change, biodiversity loss, pollution, and resource
depletion, by redirecting capital flows towards activities that promote sustainable
development and mitigate environmental risks. ESG, on the other hand, encompasses
a broader set of criteria used by investors to evaluate a company’s performance and
sustainability practices across environmental, social, and governance dimensions. The
study adopted a market-model event study methodology to measure 251 heavy-pol-
luter companies from October 9, 2009 to October 29, 2021. On top of that, the study
highlights the finding on the effect on green policy announcement. The finding shows
that investors in Malaysia demonstrated mixed reactions (þve and −ve) towards the
green policy announcement and there is an effect (þve and −ve) for ESG adopters in
three industries namely chemical and construction, metal and mining, and travel and
leisure towards the green policy announcement. This research has significant implica-
tion for investors, government, financial institutions, regulators and other stakeholder
and academician in Malaysia.
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1. Introduction

Malaysia is one of the highest emitters of energy-related carbon dioxide (CO2) among South-East Asian
countries, with the biggest economic contribution coming from the energy sector. Fossil fuels demand
is expected to increase by more than three-folds by 2040 as stated by Abdul Manaf and Abbas (2019).
According to Our World in Data report, the total CO2 emission (million, tonnes) by sector from year
2000 to 2016 showed that electricity and heat produce the highest CO2 emission at 1525.7 million
tonnes, followed by transportation (62.8 million tonnes) and manufacturing & construction (29.6 million,
tonnes) (Khan et al., 2022). Due to the increasing year-to-year CO2 emission, Malaysia has pledged to
reduce its GHG emissions intensity of gross domestic product (GDP) by 45% by 2030 relative to the
emissions intensity of GDP in 2005 from green technology financing introduced by the Green
Technology Master Plan Malaysia 2017-2030 (2017). This is the first systematic framework and planning
to accelerate or promote a green growth route to national sustainability in Malaysia and to support the
Malaysian Green Government Procurement (GGP) (KeTTHA, 2017). This effort has been done to ensure
alignment with the 17 Sustainable Development Goals (SDGs) encompassing the economic, social and
environmental spheres (Rehman Khan et al., 2022).

A green company is defined as a business that prioritizes energy conservation, emissions reduction,
and environmental protection (D’Angelo et al., 2022; Saha & Darnton, 2005). Such companies actively
adopt energy-saving technologies and practices to minimize their carbon footprint and contribute to a
sustainable future (Lyon et al., 2013). Furthermore, green companies may engage in transactions with
low-pollution, low-energy-consuming industries to promote environmentally-friendly practices and poli-
cies (Albino et al., 2009). By incorporating ESG (Environmental, Social, and Governance) factors, particu-
larly the environmental pillar score, investors and stakeholders can gain insights into a company’s
commitment to sustainability and its environmental impact. This information helps investors make
informed decisions regarding resource allocation to companies that align with their sustainability goals
and values. Since 2016, the sustainability framework has effectively replaced the previous Corporate
Social Responsibility (CSR) framework (Bursa Malaysia, 2024). Under this current framework, companies
are required to disclose relevant information and provide details about their implementation of ESG cri-
teria in their annual reports and on their company websites. The purpose of this disclosure is to enhance
the company’s reputation in the eyes of stakeholders (MCCG, 2018). We discovered several studies that
explored the impact of greener environmental policies. While our study differs in certain aspects, it
shares similarities with the work conducted by Ramiah et al. (2013), which examined the influence of 19
green environmental policy announcements on the stock return performance of Australian firms. The
study analyzed the market’s reaction to these policy announcements and determined whether they had
a significant effect on the stock returns of the companies involved.

Additionally, Guo et al. (2020) investigated the effects of 10 environmental policies on heavily polluting
stocks in the Chinese stock market. Their study focused on examining the impact of these policies specif-
ically on stocks associated with high levels of pollution. They analysed the stock market performance of
companies in the heavily polluting sector in response to environmental policies. However, both the afore-
mentioned studies did not specifically consider environmental score companies as the sample data.

Meanwhile, a limited number of studies in Malaysian had considered market reaction associated with
stock price performance on green finance policies and ESG adopters. Jaafar et al. (2003) examined the
intricacy of energy policies, issues and challenges woven into the development of the energy sector;
Ch’ng et al. (2020) investigated the influence of ecologically-friendly innovation on the technology sec-
tor; Pui and Othman (2019) examined the driving factors behind the increase in CO2 emissions in
Malaysia with special focus on the manufacturing, electricity and transportation sectors; Abdul Manaf
and Abbas (2019) analysed economic and environmental sustainability (via techno-economic analysis) of
CO2 mitigation technology, while Meng, Nee and Ismail (2019) investigated the relationship between
green accounting and the financial performance of Malaysian Plantation companies. Hence, the objective
of this current study is to address this research gap by specifically examining the stock price perform-
ance with green finance policies and ESG adopters. This particular focus on the relationship between
stock performance and green finance policies, along with ESG adoption, contributes a distinct perspec-
tive to the current body of literature, particularly within the Malaysian context.
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O
verall,the

study’s
novelty

lies
in

its
exp

loration
of

how
M
alaysia’s

serious
ap

p
roach

tow
ards

environ-
m
ental

concerns
and

the
im

p
lem

entation
of

green
p
olicies

have
influenced

the
transition

tow
ards

a
greener

econom
y.

By
exam

ining
the

stock
p
erform

ance
of

ESG
-adop

ting
com

p
anies,the

researchers
can

assess
the

outcom
es

of
these

p
olicies

in
term

s
of

sustainab
ility

and
financial

p
erform

ance.
This

study’s
findings

m
ay

have
im

p
lications

for
p
olicym

akers,
industry

stakeholders,
and

investors
b
y
p
roviding

evi-
dence

of
the

effectiveness
of

green
p
olicies

and
their

im
p
act

on
the

heavy-p
olluter

industry’s
sustainab

il-
ity.It

m
ay

also
contrib

ute
to

the
ongoing

evaluation
and

im
p
rovem

ent
of

green
p
olicies

in
M
alaysia

and
serve

as
a
reference

for
other

countries
or

industries
aim

ing
to

p
rom

ote
sustainab

ility,
green

econom
y

and
renew

ab
le

energy
adop

tion
through

11-green
p
olicy

announcem
ents

m
ade

b
etw

een
2009

and
2020.

The
rem

ainder
of

this
p
ap

er
is

organized
as

follow
s.
Follow

ing
this

introduction
in

Section
1,

Section
2
p
resents

the
related

theory
and

literature
review

.Section
3
describ

es
the

data
and

sam
p
le

of
the

selec-
tion

p
rocess,

as
w
ell

as
the

m
ethodologies

used
to

m
easure

the
m
arket’s

reaction.
The

results
are

p
re-

sented
in

Section
4,w

hile
Section

5
and

Section
6
discuss

and
conclude

the
p
ap

er,resp
ectively.

2.
Literatu

re
review

2.1.
M
arket

efficiency

A
m
arket

is
efficient

if
the

security
p
rices

fully
reflect

new
inform

ation
arrivaland

the
availab

le
inform

ation
(Fam

a,1970;Ram
iah

et
al.,2013).O

n
an

announcem
ent

of
green

p
olicies

on
heavy-p

olluter
industries,the

investor’s
share

p
rices

w
ould

vary
considerab

ly
to

reflect
the

investors’b
eliefs

on
the

attractiveness
of

the
green

p
olicy

activities.
In

the
short-run,

the
p
rices

w
ould

fluctuate
dep

ending
on

the
p
rom

ising
firm

’s
environm

ental
p
erform

ance.H
ow

ever,over
the

long-run,such
as

a
duration

of
a
three-year

p
eriod,there

should
not

b
e
any

overreaction
or

underreaction
if
the

m
arket

is
efficient

since
inform

ation
regarding

the
m
arket

valuation
of

environm
entalevent

is
accessib

le
to

investors
(Klassen

&
M
cLaughlin,1996).

2.2.
G
reen

policies
in

the
M
alaysian

fram
ew

ork

In
the

context
of

M
alaysia,

several
fram

ew
orks

had
b
een

introduced
b
y
M
alaysia

such
as

the
Econom

ic
Transform

ation
Program

m
e

(ETP),
the

G
overnm

ent
Transform

ation
Program

m
e

(G
TP),

and
the

10
th

M
alaysian

Plan
(10M

P)
in

order
to

p
rom

ote
sustainab

le
develop

m
ent.Later,the

Sustainab
le

C
onsum

p
tion

and
Production

(SC
P)

p
atterns

w
ere

introduced.
The

p
roject

‘Im
p
lem

enting
the

N
ational

Sustainab
le

C
onsum

p
tion

and
Production

Bluep
rint

through
G
overnm

ent
G
reen

Procurem
ent

(SC
P-G

G
P)’consultations

w
hich

took
p
lace

over
a
sp
an

of
four

years
(2012–2016)

w
as

m
aterialised

in
the

N
ational

SC
P

Policy
Fram

ew
ork

in
the

form
of

a
SC

P
Bluep

rint
and

inp
ut

to
the

11th
M
alaysia

Plan
(11M

P;
2016–2020).

It
is

intended
to

guide
the

country
tow

ards
achieving

long-term
sustainab

ility
in

term
s
of

industrial
p
ractices

and
consum

er
b
ehaviour

such
as

governm
ent

green
p
rocurem

ent
(G
G
P).G

G
P
refers

to
the

p
rocurem

ent
of

sup
p
lies,services,and

w
orks

b
y
the

p
ub

lic
sector

w
hile

taking
into

consideration
the

environm
entalcriteria

so
as

to
conserve

and
m
inim

ize
any

environm
entalim

p
acts,accelerate

the
nationaleconom

y,and
p
rom

ote
sustainab

le
develop

m
ent

(KeTTH
A
,2013).Furtherm

ore,the
com

m
itm

ent
of

the
M
alaysian

governm
ent

in
p
rom

oting
green

initiatives
is
also

highlighted
in

the
N
ationalG

reen
Technology

Policy
(N
G
TP)

w
hich

w
as

set
up

to
sup

p
ort

industries,m
anufacturers

and
sup

p
liers

offering
green

p
roduct

or
services

into
b
ecom

ing
m
ore

environm
entally-friendly

and
com

p
etitive

in
the

localand
glob

alm
arkets.Five

strategic
thrusts

w
ere

introduced
w
ith

the
aim

to
(1)strengthen

the
institutionalfram

ew
ork,(2)p

rovide
a
conductive

environm
ent

for
green

technology
develop

m
ent,(3)

intensify
hum

an
cap

italdevelop
m
ent

in
green

technology,and
(4)

intensify
green

technology
research

and
innovations

as
w
ellas

p
rom

otion
and

p
ub

lic
aw

areness.Finally,the
necessity

of
a
green

econom
ic
transform

ation
is
reflected

in
the

federalb
udget

in
w
hich

RM
1.5

b
illion

w
as

p
rovided

b
etw

een
2010

and
2012

to
encourage

green
technology

p
rojects

through
the

G
reen

Technology
Financing

Schem
e
(G
TFS).The

am
ountw

as
increased

to
2
b
illion

forthe
p
eriod

of2013
to

2015.
A
s
p
art

of
its

com
m
itm

ent
in

investing
in

green
econom

y,M
alaysia,like

m
any

other
countries,has

sig-
nificantly

accelerated
its

efforts
to

p
rom

ote
renew

ab
le

energy
resources,w

ith
incentives

p
rovided

over
the

years
reflecting

the
governm

ent’s
effort

to
develop

and
sup

p
ort

the
sector.

Thus,
the

governm
ent

has
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several
significant

p
olicy
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ents

aim
ed

at
stim

ulating
the

green
sector

since
1994

C
O
G
EN

T
EC

O
N
O
M
IC
S
&
FIN

A
N
C
E

3

® 



including
Sm

allRenew
ab

le
Energy

Pow
er,the

launch
of

the
G
reen

Building
Index,G

TS-G
overnm

ent
guar-

antee
offinancing

am
ount,and

others
(refer

to
Tab

le
1).It

is
interesting

to
ob

serve
w
hether

the
announce-

m
ent

could
create

value
for

the
firm

s
and

their
resp

ective
investors.In

accordance
w
ith

the
N
ew

Econom
ic

M
odel(N

EM
),M

alaysia
holds

a
b
asic

p
rem

ise
to

foster
innovation

and
p
rom

ote
investm

ent
in

low
-carb

on
p
roduction

technologies,sp
ecifically

in
areas

like
renew

ab
le
energy

and
the

green
econom

y.

2.3.
Em

pirical
evidence

of
the

effect
of

the
green

policy
announcem

ent
on

stock
returns

W
hite

(1996)
investigated

how
shareholders

resp
onded

to
the

signing
of

the
C
oalition

for
Environm

entally-Resp
onsib

le
Econom

ies
(C
ERES)

and
the

relationship
b
etw

een
shareholder

value
and

a
firm

’s
rep

utation
for

environm
entally-resp

onsib
le

b
ehaviour.The

author
used

97
com

p
anies

listed
on

the
N
ew

York
Stock

Exchange
(N
YSE)

or
A
m
erican

Stock
Exchange

(A
M
EX

)
from

1989
to

1992,and
56

signa-
tories

in
June

1995
listed

on
the

N
YSE,

A
M
EX

or
securities

dealer
autom

ated
quotation

system
(N
A
SD

A
Q
)
(e.g.

firm
s
adop

ting
the

C
ERES

Princip
les

to
reduce

w
aste

and
conserve

energy
in

general
w
ork

tow
ards

im
p
roving

the
environm

ent).
They

found
that

investors
w
ho

b
ought

com
m
on

stocks
of

firm
s
rated

‘green
’
earn

significant
p
ositive

returns
at

a
5%

level.
The

result
indicates

that
shareholders

have
confidence

and
sup

p
ort

green
com

p
anies.M

eanw
hile,shareholders

show
ed

significant
and

p
ositive

ab
norm

al
return

of
the

day
(0)

up
on

signing
the

C
ERES

Princip
les

(1.05%
,
p
-5%

).
It
w
as

argued
that

the
shareholders

p
erceive

it
as

good
new

s
w
hen

the
firm

s
p
ledge

them
selves

to
p
ursue

the
resp

onsib
le

cor-
p
orate

b
ehaviours

outlined
in

the
C
ERES

Princip
les.

Klassen
and

M
cLaughlin

(1996)
investigated

the
m
arket

reaction
tow

ards
tw

o
typ

es
of

environm
ental

p
erform

ance
announcem

ents.
The

first
one

entailed
p
ositive

events
(e.g.

aw
ard

to
b
e
rep

orted
b
y
the

international
new

s
m
edia)

w
hich

confirm
ed

strong
environm

ental
p
erform

ance
in

organizations
and

sig-
nalled

this
fact

to
the

p
ub

lic.The
authors

exam
ined

96
p
ub

licly-traded
firm

s
including

14
of

the
20

m
anu-

facturing
sectors

(SIC
codes),electrical

utilities,and
oil

and
gas

extraction
firm

s
from

1985
to

1991.They
found

that
the

m
arket

p
erceived

p
ositive

cum
ulative

ab
norm

al
returns

of
0.63%

(P–0.01)
for

a
three-day

w
indow

(–1,1)
on

the
p
ositive

events
environm

ental
aw

ard.This
result

indicates
that

the
m
arket

investor
rew

arded
firm

s
w
hich

received
aw

ards
for

investing
in

areas
such

as
new

or
redesigned

p
roducts

and
p
roc-

esses,m
inim

ized
their

adverse
environm

entalim
p
act,and

im
p
roved

their
environm

entalsafety
system

s.
W
ang

et
al.(2020)

evaluated
the

im
p
act

of
green

b
ond

issuance
on

shareholders’w
ealth.They

exam
-

ined
159

green
corp

orate
b
onds

from
January

2016
to

June
2019

consisting
of

corp
orate

b
onds,enterp

rise
b
onds,financialb

onds,asset-b
acked

securities
and

governm
ent-related

b
ond.Their

findings
indicated

that
there

is
a
significantly

greater
p
ositive

ab
norm

al
stock

return
for

green
b
onds

com
p
ared

to
conventional

b
onds.The

result
w
as

0.5%
(0.1%

)
and

1.2%
(0.1%

)
statistically

significant
at

a
m
inim

um
of

1%
for

a
7-day

Table
1.

Announcem
ent

of
green

policies
in

M
alaysia.

D
ate

D
escription

9
O
ctober

2009
M
alaysia

launches
nationalgreen

technology
policy.Policy

statem
ent:green

technologies
shallbe

a
driver

to
accelerate

the
nationaleconom

y
and

prom
ote

sustainable
developm

ent.
4
January

2010
First

G
reen

Technology
Financing

Schem
e
(G
TFS)-

had
announced

to
provide

on
60%

financing
am

ount
to

benefit
140

com
panies

including
heavy-polluter

industry.(https://w
w
w
.iea.org/policies/4904-green-technology-financing-

schem
e-gtfs).

2
April2010

G
overnm

ent
approved

The
N
ationalRenew

able
Energy

(RE)
policy

and
Action

plan
(N
REPAP).The

policy
vision

is
to

enhance
the

utilization
of

indigenous
renew

able
energy

(RE)
resources

to
contribute

tow
ards

national
electricity

supply
security

and
sustainable

socioeconom
ic
developm

ent.
3
January

2011
The

FederalG
overnm

ent
introduced

the
‘N
o
Plastic

Bag
D
ay’cam

paign
every

Saturday.
23

O
ctober

2012
G
reen

Investm
ent

Tax
allow

ance
11

July
2013

G
overnm

ent
G
reen

Procurem
ent

(G
G
P).The

action
plan

has
been

endorsed
on

the
11th

of
July

2013
by

the
G
G
P

Steering
Com

m
ittee

(SC)
chaired

by
the

M
inistry

of
Finance

(M
O
F)

and
the

M
inistry

of
Energy,G

reen
Technology

and
W
ater

(KeTTH
A).

12
April2016

Signed
the

Paris
agreem

ent.https://m
poc.org.m

y/the-paris-agreem
ent-and-the-role-of-the-m

alaysian-palm
-oil-

industry/
27

July
2017

Securities
Com

m
ission

M
alaysia

(SC)
announced

the
issuance

of
M
alaysia’s

first
green

Sukuk.
3
M
ay

2018
The

G
TFS

2.0
Schem

e
w
as

later
launched

in
Kudat,Sabah.H

ow
ever,after

the
14th

G
eneralElection

in
M
ay

2018,
the

new
G
overnm

ent
adm

inistration
had

decided
to

discontinue
the

Schem
e.

6
N
ovem

ber
2020

G
overnm

ent
had

announced
the

extension
the

period
of

the
G
reen

Technology
Financing

Schem
e
(G
TFS

2.0
to

G
TFS

3.0)
until2022.

29
O
ctober

2021
Announcem

ent
of

N
ationalBudget

2022.M
alaysia

has
expressed

com
m
itm

ent
to

m
ake

M
alaysia

a
carbon

neutral
country

as
early

as
2050

through
the

potentialof
electric

vehicles
(or

EVs)
w
ith

Energy
Efficient

Vehicle
(or

EEV).
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(–3,3)and
21-day

(–10,10)w
indow

,resp
ectively.The

authors
argued

that
green

b
onds

add
value

to
share-

holders.The
Stakeholder

Value
M
axim

izing
p
ersp

ective
asserts

that
com

m
itting

to
environm

entally-friendly
p
rojects

through
green

b
ond

issuance
enhances

firm
value

from
the

p
ercep

tion
ofshareholders.

Tang
and

Zhang
(2020)

investigated
the

announcem
ent

returns
and

real
effects

of
international

green
b
onds

w
ith

labelled
C
lim

ate
Bond

Initiative
(C
BI)issuance

b
y
firm

s
in

28
countries

forthe
years

b
etw

een
2007

and
2017.The

green
b
ond

consists
of

the
G
reen

U
se

of
Proceed

Bond,the
G
reen

U
se

of
Proceeds

Revenue
Bond,the

G
reen

Project
Bond,and

the
G
reen

Securitized
Bond.The

authors
found

that
1510

green
b
onds

from
C
hina,the

U
S
and

Europ
ean

countries
show

ed
significantand

p
ositive

returns
of1.39%

and
1.04%

fora
21-day

event
w
indow

and
16-day

event
w
indow

at
a
m
inim

um
levelof

5%
.They

argued
that

the
p
ositive

stock
m
arket

reaction
rep

resents
the

‘green
label’effect,indicating

that
the

firm
’s
green

p
rojects

are
certified

to
have

an
environm

entalim
p
act.Thus,the

m
arketw

illrew
ard

the
com

pany
w
ith

a
higherfirm

value.
Ram

iah
et

al.(2013)
investigated

the
im

p
act

of
19

green
p
olicy

announcem
ents

of
environm

ental
regu-

lation
on

the
35

sectors
listed

on
the

A
ustralian

Stock
Exchange

over
the

period
of

2005
to

2011.
They

found
that

oil
and

gas,
real

estate,
and

the
general

industrial
sectors

exp
erienced

significant
negative

ab
norm

al
returns

of
–2.84%

,
–2.12,

and
–1.86

at
a
m
inim

um
level

of
5%

and
adversely

affected
b
y
the

announcem
ent

of
‘the

A
ustralian

governm
ent’s

green
p
ap

er
is
released,

outlining
intended

em
ission

trad-
ing

design
–
the

C
arbon

Pollution
Reduction

Schem
e
(CPRS)’.The

authors
argued

that
the

p
rim

ary
object-

ive
of

the
C
PRS

is
to

raise
the

costs
of

p
roduction

of
top

p
olluters,

forcing
them

to
find

and
adopt

alternative
m
odes

of
production

that
are

environm
entally-friendly.

The
alternative

energy
sector

recorded
the

highest
negative

cum
ulative

abnorm
al

return
of

31.81%
for

a
five-day

(–2,2)
event

w
indow

right
after

the
A
ustralian

governm
ent

subm
itted

its
target

carbon
reduction

range
to

the
C
openhagen

accord
on

27
January

2010.They
claim

ed
that

A
ustralia

decided
not

to
com

m
it
b
eyond

a
5%

reduction
on

the
2000

lev-
els

unless
other

global
em

itters
(such

as
the

U
S,

C
hina

and
India)

are
clear

ab
out

their
share

of
the

deal.
M
eanw

hile,several
sectors

reacted
positively

to
the

announcem
ent

such
as

the
industrial

engineering
sec-

tor
w
hich

show
ed

a
p
ositive

ab
norm

al
return

of
4.19%

to
the

announcem
ent

of
‘the

Senate
rejects

the
C
arbon

Pollution
Reduction

Schem
e
b
ill’as

this
schem

e
w
as

not
environm

entally-friendly.
G
uo

et
al.

(2020)
investigated

the
C
hina

investor
m
arket’s

reaction
to

heavy
p
olluting

stocks
after

the
announcem

ent
of

environm
ental

p
olicies

from
2014

to
2017.

They
found

that
the

average
ab

norm
al

return
is

negatively
significant

to
m
ore

new
stringent

environm
ental

regulation
of

–0.544%
during

the
tw

o-day
event

w
indow

(C
A
R
0,2).

The
authors

claim
ed

that
w
hen

the
governm

ent
released

new
strin-

gent
regulations,

the
p
otential

p
rofitab

ility
of

heavy
p
olluting

industries
(b
uilding

m
aterials,

p
etrochem

-
ical,

p
ap

erm
aking,

leather
and

textile)
had

likely
decreased,

w
hich

further
induced

the
stock

p
rices

to
decrease.H

ow
ever,these

studies
had

focused
on

develop
ed

countries
w
hich

im
p
lem

ent
stricter

low
-car-

b
on

environm
ental

enforcem
ent.

Thus,
investors

can
p
redict

that
the

reaction
of

m
arket

stock
p
erform

-
ance

event
for

heavy-p
olluter

industries
w
ould

either
b
e
low

,average,or
high

during
the

environm
ental

p
olicies

announcem
ents.

O
ther

than
that,

these
countries

also
im

p
ose

carb
on

tax
w
hich

dem
onstrates

the
resp

ective
governm

ents’serious
attention

tow
ards

achieving
a
low

-carb
on

environm
ent.

X
u

et
al.

(2012)
exp

lored
the

stock
m
arket’s

reaction
to

inform
ation

disclosure
of

Environm
ental

Violation
Events

(EVEs)
for

C
hinese

listed
com

p
anies.

The
authors

defined
EVEs

to
include

gas
leaks,

exp
losions,chem

ical
and

oil
sp
ills,radioactive

release,exp
losions

in
chem

ical
p
lants,and

so
on.By

using
the

environm
ental

violation
data

of
57

firm
s,

they
found

that
the

m
arket

reacted
negatively

tow
ards

river
p
ollution

(–0.156)
at

a
m
inim

um
significance

level
of

10%
for

20-day
and

30-day
C
A
Rs.They

argued
that

the
p
ollution

inform
ation

had
p
rob

ab
ly

leaked
in

advance
and

alleviated
the

m
arket’s

resp
onse.

Jiang
and

Luo
(2018)

investigated
the

C
hinese

m
arket’s

reaction
to

environm
ental-p

olicy-related
announcem

ents
from

the
C
hinese

governm
ent

in
resp

onse
to

the
delayed

environm
ental/carb

on
regula-

tion
in

C
hina.

The
authors

indicated
tw

o
reasons

for
the

delay
in

the
im

p
lem

entation.
Firstly,

C
hina

had
insisted

on
the

fairness
p
rincip

le
of

the
Kyoto

Protocol
as

w
ell

as
the

p
rincip

le
of

C
om

m
on,b

ut
w
ith

dif-
ferentiated

resp
onsib

ilities.Secondly,since
C
hina

is
a
develop

ing
country,develop

m
ent

is
still

its
p
riority.

The
authors

used
several

announcem
ents

m
ade

b
y

the
C
hinese

governm
ent

concerning
the

C
op

enhagen
C
lim

ate
Sum

m
it
covering

the
p
eriod

from
M
ay

2009
to

N
ovem

b
er

2011
(245

C
hinese

com
-

p
anies).They

found
that

m
arket

reactions
to

the
carb

on
p
olicies

w
ere

significantly
p
ositive

w
ith

C
A
Rs

of
0.17%

to
0.70%

,
suggesting

that
investors

p
erceive

the
delay

of
m
andatory

carb
on

regulations
in

C
hina

follow
ing

the
C
op

enhagen
C
lim

ate
Sum

m
it
to

outw
eigh

their
costs

and
hence

good
new

s.
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H1: There is either a positive or negative reaction to the green policy announcement on the stock return of heavy-
polluter industries.

2.4. Empirical evidence of the effect of green policy announcement for environmental score
companies on shareholders’ value

Hamilton (1995) examined the impact of the Toxic Release Inventory (TRI) data on two types of compa-
nies namely those involved in Superfund sites (often generate publicity because of litigation, regulatory
actions, and community responses to potential contamination), and firms with media coverage in which
air pollution, land release, or disposal facilities attract the attention of journalists. The author found that
companies of which TRI emissions received media coverage and listed as potentially responsible parties
at Superfund sites in 1989 experienced negative average abnormal returns of –0.00348% (p–0.05) and
–0.00373 (p–0.01). In terms of the dollar values of the abnormal returns, firms that eventually enjoyed
media coverage of their releases experienced AAR of –$6.2 million on day (0) whilst firms with
Superfund sites had AAR of –$5.9 million on day (0). It is claimed that the greater the number of differ-
ent chemical submissions reported by the firms, the larger the drop in stock value for the company.

Levi and Newton (2016) analysed short-run returns of Newsweek’s Green Rankings for the years 2009
and 2010. Newsweek’s Green Rankings rank the top US 500 green score (GS), environmental impact (EI)
score, GPs and reputation survey (RS). By using the 48 Fama-French industry classifications, the final
sample of 4652 showed that there is a significant and positive relation between most Newsweek green
scores of 0.73% (GS), 0.30% (GP) and .0.37% (EI) surrounding a 32-day (0, þ30) event window. The
authors claimed that green stock outperforms brown stock, which indicates that investors find green
stock quite feasible and thus favour its inclusion into their portfolio without any obvious adverse effects
on their portfolio performance. In addition, the green stock is inexpensive.

Green stock is a share of a company that engages in business activities with the aim to reduce their
ecological impact; brown stock is otherwise. Robinson et al. (2018) evaluated the potential impact of news
on the returns of the top 10 green companies in emerging markets such as China, Taiwan, Brazil, South
Africa and India. News such as those on terrorism, natural disasters, elections, quarterly financial reports,
changes in financial reporting standards, or a misconstrued celebrity tweet are always followed by a com-
mensurate reaction in the capital markets. The authors used data from the top ten green companies in
emerging markets from 2010 to 2015. The green companies include Financial, Telecommunication,
Technology and Consumer Services. They found that China Overseas Land & Investment Ltd (China) and
Banco Bradesco Prf (Brazil), which are in the financial industry, experienced positive returns of 0.009 and
0.003 for a two-day event (CAR 0,1) and statistically significant at a 5% level. The result indicates that
greening makes firms less susceptible to the impact of short-run periods. In addition, companies in the
financial industry tend to have just recently adopted green practices or are supporting green firms.

Laborda and S�anchez-Guerra (2021) examined the effect of green bonds on the share price of ESG com-
panies. According to the authors, green bond is used to finance green projects in the fields of renewable
energy, reduction of greenhouse gas emission, and so on. They found that green bond has a positive reac-
tion in the stock market in the three-day event window with 0.28% cumulative abnormal return (CAR). The
result shows that institutional investors favour investing in environmentally-sustainable projects and simul-
taneously encourage the development of activities that produce benefits for the society and the economy.

H2: There is either a positive or negative return of the green policy announcement for ESG adopters in heavy-
polluter industries on shareholders’ value.

3. Methodology

3.1. Data

Daily data is obtained from DataStream, and Bloomberg on the sample of data which consists of 251
public-listed companies stock prices over the period October 9, 2009 to October 29, 2021. The
DataStream classification standards are utilized to construct industry portfolios in which there are 11
heavy polluter industries1 or sectors. ESGc, ESGe, ESGs, ESGg Combined scores and individual scores of
ESG scores (sources: Refinitiv ESG)2

6 N. ISHAK ET AL.



3.2. Sample selection

In this study, three important characteristics are identified to be significant; First definition/description of
the event, second identification of the event announcement date and finally identification of the firm
involved as in the Table 2 show the sampled firms by industry.

Table 1 reports 11 announcements of green policies. All these announcements are derived from the
report disclosed by the Ministry of Energy, Green Technology and Water Malaysia as well as media cov-
ering newspaper, television and internet.

3.3. The empirical model

This research employs the quantitative methodology. It uses event study methodologies as suggested
by previous research (Bradley et al., 1983; Brown & Warner, 1985; Ishak et al., 2020a, 2020b, 2022;
MacKinlay, 1997). The market model is used to measure abnormal market reactions to green policy
announcements. Specific types of announcements examined in this study had covered the study period
such as the announcement on Small Renewable Energy Power, the launch of Green Building Index, and
Green Technology Financing Scheme (GTFS-Government) guarantee of financing amount.

In order to capture the impact of market reactions on green policy announcements, this study uses a
121-day event window comprising 60 pre-event days, the event day (0), and 60 post-event days.3 The
estimation period is from day –200 to –61 days before the announcement date. As suggested by
MacKinlay (1997), a larger event window is used rather than a specific period of interest to enable the
researcher to capture market reactions before the official date of the announcement. In order to meas-
ure the cumulative abnormal return (CAR), the normal return is first calculated using the market model
approach as suggested by MacKinlay (1997). The normal return refers to the expected return if the event
did not happen. The FTSE Bursa Malaysia EMAS Index (FBMEMAS) is used as the market portfolio as it is
a broader index compared to the more popular FTSE Bursa Malaysia Kuala Lumpur Composite Index
(FBMKLCI). The daily raw returns of company i on day t is computed as follows:

Ri, t ¼ Ln
pi, t
pi, t−1

� �

Ri, t ¼ Return on company i during on day t
pi, t ¼ Price of company i shares at the end of day t

pi, t−1 ¼ Price of company i shares at the end of day t − 1:

(3.1)

The daily raw return of FBMEMAS market index on day t is.

Rm, t¼Ln
EMASt
EMASt−1

� �

Rm, t ¼ Return on market index during on day t
EMASt ¼ Market index level at the end of day t

EMASt−1 ¼ Market index level at the end of day t − 1

(3.2)

Table 2. Sampled firms by industry.
Industry No. of firms

Automobile and parts 9
Chemical and construction 52
Electricity and equity 3
Food producer 70
Gas, water and multi-utilities 8
Metal and mining 33
Transport 24
Oil and gas producer 2
Personal goods 19
Pharmaceutical and bio 7
Travel and Leisure 24
Total 251

COGENT ECONOMICS & FINANCE 7



N
ext,

the
return

dates
from

day
–200

to
day

–61
are

used
to

estim
ate

intercep
t
and

slop
e
of

m
arket

m
odel

in
the

follow
ing

form
:

R
i,t ¼

a
i þ

b
i R

m
,t þ

e
i,t

(3.3)

R
i,t ¼

The
return

of
com

p
any

iduring
on

day
t

a
i
and

b
i ¼

The
p
aram

eters
of

m
arket

m
odel

R
m
,t ¼

M
arket

return
on

day
t

e
i,t ¼

The
zero

m
ean

distrib
ution

term

A
R
i,t ¼

R
i,t −

ða
i þ

b
i R

m
,t Þþ

e
i,t

(3.4)

A
R
i,t ¼

The
ab

norm
al

return
of

com
p
any

i
on

day
t
(3.4)

A
nd

the
rest

of
the

p
aram

eters
are

exp
lained

p
reviously.

The
next

step
is

to
take

the
daily

average
ab

norm
al

return
A
A
R
t
of

all
com

p
anies

as
follow

s:

A
A
R
t P

ni¼
1
A
R
i,t

n
t

(3.5)

W
here

n
t
is
the

num
b
er

of
com

p
anies

traded
on

day
t.The

variance
of

A
R
i,t

using
m
arket

m
odel

is:

VarA
A
R
t

1n
2 X

n
i¼

1
r
2ei

(3.6)

W
here

r
2ei is

variance
of

the
residuals

of
com

p
any

i
that

is
estim

ated
from

m
odel

3.3.To
test

for
daily

significance
of

A
R
t ,
Z-test

is
used

w
here:

z¼
A
A
R
t

ffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi
varðA

A
R
t1,t2 Þ

p
(3.7)

N
ext,

the
cum

ulative
average

ab
norm

al
return

CA
A
R
t1,t2

w
ould

b
e
calculated

for
the

w
indow

p
eriod

b
etw

een
t1

and
t2

as
follow

s:

CA
A
R
t1,t2 ¼ X

t2

t¼
t1 A

A
R
t

(3.8)

To
test

for
significant

of
CA

A
R
t1,t2 ,

Z-test
is
used

w
here:

z¼
CA

A
Rðt1,t2Þ

VarðCA
A
R
t1,t2 Þ1

=2

(3.9)

The
cum

ulative
ab

norm
al

returns
of

com
p
anies

i
(C
A
R
(t1,

t2)
over

sp
ecified

p
eriod

t1
to

t2
is

calcu-
lated

b
y
sum

m
ing

daily
ab

norm
al

returns
of

com
p
anies

iacross
the

p
eriod

as
follow

s:

CA
R
t1,t2 ¼ X

t2
t¼

t1
A
R
i,t

(3.10)

4.
R
esu

lt:
A
verag

e
ab

n
o
rm

al
retu

rn
s
(A
A
R
)
fo
r
in
d
u
stry

g
ro
u
p
s
fo
r
even

t-d
ay

(0)

Tab
le
3
rep

orts
the

average
ab

norm
alreturns

(A
A
R)ob

served
for

all11
heavy-p

olluter
industries

in
M
alaysia

for
event

day
(0)for

11
green

announcem
ents

im
p
lem

entation
b
etw

een
2009

and
2021.O

n
4
January

2010,
w
hich

w
as

the
first

G
reen

Technology
Financing

Schem
e
(G
TFS)

im
p
lem

ented
b
y
governm

ent,five
out

11
industries

show
ed

p
ositive

and
negative

reactions
during

the
announcem

ent.Those
industries

are
chem

ical
and

construction
(2.05%

),
food

p
roducer

(0.68%
),
oil

and
gas

p
roducer

(0.41%
),
p
harm

aceutical
and

b
io

(–0.66%
),and

traveland
leisure

(1.33%
).Furtherm

ore,severalindustries
show

ed
an

op
p
osite

reaction
dur-

ing
the

announcem
ent

for
the

extension
ofG

TFS
2.0

to
G
TFS

3.0
until2022

(6
N
ovem

b
er

2020),w
ith

a
fund

size
of

2
b
illion

guaranteed
b
y
D
anajam

in
to

encourage
the

issuance
of

SRI
sukuk.

Those
industries

are
chem

icaland
construction

(1.69%
),food

p
roducer

(1.42%
),and

transp
ort

(2.29%
).

M
oreover,

tw
o
industries

show
ed

m
ixed

reactions
during

the
announcem

ent
of

the
‘N
o
Plastic

Bag
D
ay’

cam
p
aign

for
every

w
eekend

(3
January

2011).
The

ob
jective

of
the

cam
p
aign

is
to

sup
p
ort

the

8
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Ta
bl
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Av
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Re
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s)
fo
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In
du

st
ry

G
ro
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s
fo
r
ev
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(0
)
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.
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0.
47
75

0.
00
68

0.
05
24
**

−
0.
00
15

0.
76
66

0.
01
10

0.
02
69
**

−
0.
00
45

0.
17
12

0.
00
25

0.
30
46

−
0.
00
18

0.
50
95

−
0.
00
37

0.
03
05
**

0.
00
37

0.
10
80

2
0.
01
42

0.
00
00
**
*

0.
00
45

0.
10
46

G
as
,w

at
er
,a
nd

m
ul
ti-
ut
ili
tie
s

−
0.
00
16

0.
89
35

−
0.
00
19

0.
90
91

−
0.
00
24

0.
51
92

0.
00
71

0.
19
74

−
0.
00
27

0.
20
89

−
0.
00
58

0.
41
00

0.
00
88

0.
18
35

−
0.
00
07

0.
83
73

−
0.
00
18

0.
68
26

−
0.
00
94

0.
39
35

0.
00
30

0.
49
39

In
du

st
ry

m
et
al

an
d
m
in
in
g

−
0.
00
02

0.
96
48

0.
00
45

0.
49
54

0.
00
38

0.
58
51

0.
00
44

0.
25
84

−
0.
00
38

0.
25
68

0.
00
57

0.
41
94

0.
01
72

0.
00
20
**
*

0.
00
38

0.
34
95

−
0.
00
21

0.
69
88

−
0.
00
98

0.
10
96

0.
00
74

0.
01
04
**
*

In
du

st
ry

tr
an
sp
or
t

−
0.
01
66

0.
12
45

−
0.
00
35

0.
78
80

−
0.
00
40

0.
71
61

−
0.
00
23

0.
62
86

−
0.
00
02

0.
96
34

0.
00
04

0.
95
90

0.
00
40

0.
35
18

0.
00
51

0.
37
48

0.
00
34

0.
32
76

2
0.
02
29

0.
00
04
**
*

−
0.
02
50

0.
20
89

O
il
an
d
ga
s
pr
od

uc
er

−
0.
00
17

0.
72
43

0.
00
41

0.
02
76
**

0.
01
10

0.
42
55

2
0.
00
75

0.
04
21
**

0.
00
72

0.
22
05

−
0.
01
04

0.
28
36

−
0.
00
12

0.
76
88

−
0.
00
72

0.
30
29

0.
01
19

0.
30
59

−
0.
01
88

0.
36
81

0.
01
09

0.
43
26

Pe
rs
on

al
go

od
s

0.
00
86

0.
57
75

0.
02
06

0.
40
02

−
0.
02
24

0.
10
13

0.
01
10

0.
29
42

2
0.
01
09

0.
04
93
**

−
0.
01
81

0.
13
49

0.
00
24

0.
70
87

−
0.
00
28

0.
51
08

−
0.
01
41

0.
12
67

−
0.
00
24

0.
73
70

0.
00
55

0.
63
91

Ph
ar
m
ac
eu
tic
al

an
d
bi
o

−
0.
01
09

0.
21
27

2
0.
00
66

0.
04
20

0.
00
08

0.
91
46

0.
01
72

0.
29
27

−
0.
00
06

0.
70
76

0.
02
26

0.
27
70

−
0.
00
30

0.
65
58

−
0.
00
83

0.
28
97

0.
00
33

0.
02
64
**

0.
00
74

0.
53
55

−
0.
00
87

0.
24
40

Tr
av
el

an
d
le
is
ur
e

−
0.
00
19

0.
48
28

0.
01
33

0.
02
83
**

−
0.
00
98

0.
35
21

0.
01
21

0.
16
92

−
0.
00
28

0.
67
32

−
0.
00
68

0.
53
14

0.
00
61

0.
27
75

0.
00
30

0.
47
72

−
0.
00
11

0.
80
07

−
0.
00
74

0.
34
38

0.
00
23

0.
52
58
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governm
ent’s

effort
in

p
reserving

the
environm

ent
w
hile

instilling
environm

ent-friendly
values

am
ong

the
p
ub

lic
and

b
usinesses.

Those
industries

are
food

p
roducers

(1.10%
)
and

oil
and

gas
p
roducer

(–0.75%
),at

a
significant

level
of

5%
.

The
announcem

ent
of

Budget
2022

on
29

O
ctob

er
2021

show
ed

M
alaysia’s

com
m
itm

ent
tow

ards
b
ecom

ing
a

carb
on

neutral
country

as
early

as
2050.

Electric
cars

in
M
alaysia:

A
n

overview
(2013).

Efficacy
from

this
announcem

ent
show

s
p
ositive

reaction
from

autom
ob

ile
and

p
arts

(2.20%
)
and

m
etal

and
m
ining

(0.74%
),at

a
significant

level
of

5%
.

5.
R
esu

lt:
C
u
m
u
lative

ab
n
o
rm

al
retu

rn
s
(C
A
R
)
fo
r
in
d
u
stry

g
ro
u
p
s
w
ith

in
th
e
even

t
w
in
d
o
w
s
o
f
(–1,1),

(–3,3),
(–5,5),

(–10,10),
(–1,1)

an
d
(–3,3)

Based
on

Tab
le

4,
on

9
O
ctob

er
2009,

M
alaysia

launches
national

green
technology

p
olicy

(2009).
Three

industries
nam

ely
food

p
roducer,

m
etal

and
m
ining,

and
travel

and
leisure

show
ed

signs
of

significancy
tow

ards
this

announcem
ent.Food

p
roducers

show
ed

cum
ulative

ab
norm

alreturns
of

2.83%
(11-days)

and
3.40%

(21-days),
w
hilst

m
etal

and
m
ining

show
ed

p
ositive

and
significant

returns
of

4.04%
(7-days)

and
4.64%

(21-days).These
tw

o
industries

sup
p
ort

M
alaysia’s

environm
entalp

olicies
on

reducing
C
H
G
.In

con-
trast,the

travel
and

leisure
industry

reacted
negatively

and
significantly

at
1.71%

during
the

3-day
event

(–1,1).In
M
alaysia,travel

and
leisure

is
considered

a
heavy-p

olluter
industry,contrib

uting
2.9%

em
ission

of
p
ollutants

to
the

atm
osp

here
(D
evelop

m
ent

of
Statistics,2024).G

uo
et

al.(2020)
argued

that
w
hen

the
governm

ent
releases

new
stringent

regulations,the
p
otential

p
rofitab

ility
of

heavy
p
olluting

industries
is

likely
to

decrease,w
hich

further
induces

stock
p
rices

to
decrease.

O
n
4
January

2010,
the

first
G
TFS

w
as

launched
and

cap
tured

p
ositive

ab
norm

al
returns

for
chem

ical
and

construction
(2.05%

),
travel

and
leisure

(1.33%
),
food

p
roducer

(0.68%
),
and

oil
and

gas
p
roducer

(0.41%
).O

nly
the

p
harm

aceuticaland
b
io

industry
reacted

negatively
(0.66%

)
at

a
significant

levelof
10%

.
The

estab
lishm

ent
of

the
G
TFS

is
an

effort
to

im
p
rove

sup
p
ly

utilising
the

G
reen

Technology
finance.The

schem
e
could

b
enefit

com
p
anies

w
hich

are
p
roducers

and
users

of
green

technology.A
s
a
sign

of
com

-
m
itm

ent,the
governm

ent
w
illb

ear
2%

of
the

totalinterest/p
rofit

rate.This
schem

e
is
im

p
lem

ented
b
y
the

governm
ent

on
a
continuous

b
asis

since
the

launch
of

the
Sm

all
Renew

ab
le

Energy
Pow

er
Program

m
e

(SREP)
in

2001.Tw
o
SREP

p
rojects

had
b
een

successfully
im

p
lem

ented
nam

ely
the

TSH
Bioenergy

p
roject

in
Taw

au
(10

M
W
)
w
hich

is
the

first
grid

connected
b
iom

ass
p
ow

er
p
lant

in
M
alaysia

using
the

fuelm
ixture

of
em

p
ty

fruit
b
unch

(70%
),fib

er
(20%

)
and

dry
shell(10%

)
from

p
alm

oilw
astes,and

the
Jana

Landfillin
Puchong

(2
M
W
)w

hich
is
the

first
landfillgas

p
ow

er
p
lant

in
M
alaysia

(Jalal&
Bodger,2009).

O
n

2
A
p
ril

2010,
seven

out
of

11
industries

show
ed

m
ixed

results
and

a
significant

relationship
w
ith

the
announcem

ent
of

the
N
ational

Renew
ab

le
Energy

(RE)
and

A
ction

Plan
(N
REPA

P).
The

p
lan

has
b
een

continuously
im

p
lem

ented
since

the
launch

of
the

Sm
all

Renew
ab

le
Energy

Pow
er

Program
m
e

(SREP)
in

2001. 4
There

are
four

existing
renew

ab
le

energies
in

M
alaysia

nam
ely

b
iom

ass,
solar,

w
ind,

and
m
ini

hydrop
ow

er,
all

of
w
hich

do
not

contrib
ute

to
air

p
ollutants

or
greenhouse

gases.
The

im
p
le-

m
entation

of
this

p
roject/p

lan
dep

ends
on

the
availab

ility
of

sources,geograp
hic

area,and
cost-develop

-
m
ent.

Thus,
three

industries
nam

ely
electricity

and
equity

(3.64%
),

m
etal

and
m
ining

(2.18%
),

and
p
harm

aceutical
and

b
io

(4.50%
)
show

ed
p
ositive

cum
ulative

ab
norm

al
returns

of
(–5,þ

5)
and

(–10,
10)

at
a
significant

level
of

10%
.These

industries
deep

ly
sup

p
ort

environm
ental

governm
ent

action
p
lans

to
encourage

develop
m
ents

w
hich

p
roduce

b
enefits

for
the

society
and

econom
y.N

evertheless,four
indus-

tries
reacted

negatively
and

significantly
at

a
10%

level
nam

ely
chem

ical
and

construction,
food

p
rodu-

cer,
p
ersonal

goods,
and

travel
and

leisure.
The

results
indicate

that
the

industries
w
hich

adap
t
ESG

show
ed

p
oor

reactions
tow

ards
the

im
p
lem

entation
of

the
renew

ab
le

energy
(RE)

p
olicy

and
action

p
lan

(N
REPA

P).
O
n
3
January

2011,
the

‘N
o
Plastic

Bag
D
ay’

cam
p
aign

w
as

introduced
b
y
the

M
inistry

of
D
om

estic
Trade

C
oop

eratives
and

C
onsum

erism
(M

D
TC

C
),b

anning
free

p
lastic

b
ags

on
every

w
eekend.The

ob
ject-

ive
is

to
conserve

and
m
aintain

the
condition

of
the

environm
ent

b
y
reducing

single-use
p
lastics

and
adding

a
levy

of
RM

0.20
p
er

p
lastic

b
ag

in
grocery

stores
(C
hen

et
al.,2021).N

early
all

states
in

M
alaysia

had
im

p
lem

ented
this

cam
p
aign

esp
ecially

during
w
eekends.

Zen
et

al.
(2013)

surveyed
262

households
in

Johor
and

found
that

67%
sup

p
ort

the
anti-consum

p
tion

of
p
lastic

b
ags,

w
hile

33%
are

p
artial

to
the

m
ovem

ent
(Zen

et
al.,2013).

A
nother

study
show

ed
that

66%
of

the
residents

in
Selangor

are
w
illing

to

10
N
.ISH

A
K
ET

A
L.
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Table 4. Cumulative Abnormal Returns (CAR) for Industry Groups within the Event Windows (–1,1), (–3,3), (–5,5), (–10,10), (–1,1) and (–3,3).
9 October 2009 4 January 2010 2 April 2010 3 January 2011 23 October 2012 11 July 2013 12 April 2016 27 July 2017 3 May 2018 6 November 2020 29 October 2021

Automobile and parts
CAR(–1,1) 0.0191

0.5596
0.0106
0.4479

0.0234
0.4953

0.0390
0.0960*

0.0070
0.5025

−0.0160
0.1832

−0.0073
0.4207

−0.0097
0.5686

0.0282
0.2526

0.0198
0.4501

0.0527
0.0515*

CAR(–3,3) −0.0029
0.9143

0.0026
0.9081

0.0098
0.8184

0.0684
0.0777*

−0.0050
0.6610

0.0012
0.9071

0.0145
0.2876

−0.0095
0.3563

0.0364
0.3004

0.0227
0.6817

0.0241
0.4195

CAR(–5,5) −0.0141
0.6032

0.0095
0.8206

0.0078
0.8653

0.0271
0.4269

0.0115
0.4414

−0.0089
0.6537

0.0074
0.5189

−0.0134
0.2874

0.1137
0.0028**

0.0342
0.5095

0.0774
0.1681

CAR(–10,10) −0.0530
0.4568

0.0034
0.9532

−0.0254
0.4778

−0.0042
0.9287

−0.0219
0.2926

0.0034
0.8457

0.0144
0.4061

20.0528
0.0925*

0.0991
0.0268**

0.0173
0.7904

0.0989
0.2842

Chemical and construction
CAR(–1,1) −0.0020

0.6780
0.0395
0.0199**

−0.0036
0.7371

−0.0033
0.7728

20.0094
0.0598*

−0.0057
0.5492

0.0084
0.0475**

−0.0055
0.1906

0.0045
0.5037

20.0142
0.0678*

0.0050
0.4303

CAR(–3,3) 0.0182
0.2427

0.0941
0.0344**

−0.0239
0.1122

0.0144
0.1963

0.0068
0.3039

0.0351**

0.0153
−0.0012
0.8752

20.0228
0.0011***

0.0024
0.7660

−0.0063
0.6427

0.0009
0.9135

CAR(–5,5) 0.0041
0.7485

0.1433
0.0051***

20.0430
0.0580*

0.0627
0.0030***

0.0036
0.6714

0.0743
0.0000***

0.0044
0.7071

20.0368
0.0001***

−0.0301
0.2064

0.0082
0.6910

0.0021
0.8629

CAR(–10,10) −0.0251
0.1275

0.1413
0.0040***

20.0604
0.0479**

0.0429
0.0701*

0.0416
0.0619*

0.0685
0.0006***

0.0143
0.3398

20.0681
0.0000***

−0.0614
0.0420**

0.0115
0.6874

0.0017
0.9104

Electricity and equity
CAR(–1,1) −0.0137

0.1915
0.0393
0.3387

−0.0081
0.3461

−0.0024
0.7597

−0.0051
0.2057

−0.0106
0.3961

0.0024
0.9338

−0.0093
0.2438

0.0156
0.0540**

−0.0196
0.6161

0.0283
0.1402

CAR(–3,3) −0.0161
0.1335

0.0561
0.3913

−0.0111
0.7485

−0.0079
0.7128

0.0049
0.5651

−0.0037
0.8755

0.0219
0.6133

−0.0406
0.2937

0.1061
0.3792

0.0300
0.6234

0.0112
0.0351**

CAR(–5,5) −0.0347
0.1541

0.0959
0.3460

0.0364
0.0759*

−0.0151
0.5247

−0.0096
0.4073

0.0356
0.1108

0.0467
0.3913

−0.0161
0.4706

0.3893
0.3701

0.0148
0.8186

−0.0020
0.8808

CAR(–10,10) −0.0554
0.1680

0.1246
0.3417

0.0143
0.5615

−0.0093
0.8144

−0.0037
0.3852

−0.0122
0.7694

0.0377
0.3525

−0.0292
0.4853

0.3138
0.3961

−0.0198
0.7730

−0.0078
0.7752

Food producer
CAR(–1,1) 0.0045

0.3529
0.0209

0.0034***
20.0204
0.0024***

0.0037
0.5311

−0.0029
0.5302

0.0075
0.1231

0.0015
0.7358

20.0085
0.0361**

0.0033
0.3358

20.0134
0.0432**

−0.0030
0.5032

CAR(–3,3) 0.0112
0.2884

0.0393
0.0001***

20.0235
0.0002***

0.0134
0.0379**

−0.0070
0.2130

0.0035
0.4781

−0.0020
0.6946

20.0087
0.0651*

−0.0038
0.5077

0.0125
0.1678

−0.0062
0.3138

CAR(–5,5) 0.0283
0.0989*

0.0285
0.0119

20.0161
0.0576*

0.0079
0.2284

20.0108
0.0680*

0.0103
0.1386

0.0025
0.6939

−0.0077
0.1877

0.0174
0.0478**

0.0173
0.0488**

20.0145
0.0599*

CAR(–10,10) 0.0340
0.0725*

0.0327
0.0078***

−0.0063
0.5420

−0.0046
0.6019

0.0026
0.7763

0.0122
0.1653

−0.0070
0.3092

−0.0085
0.3183

0.0390
0.0002****

0.0232
0.0863*

−0.0063
0.5058

Gas, water, and multi–utilities
CAR(–1,1) −0.0005

0.9660
−0.0096
0.6133

0.0003
0.9670

0.0313
0.3525

−0.0074
0.4258

−0.0041
0.6175

0.0020
0.8970

−0.0039
0.2131

0.0040
0.6273

−0.0231
0.1609

0.0080
0.2510

CAR(–3,3) 0.0087
0.2976

0.0034
0.8590

−0.0194
0.2997

0.0373
0.3061

−0.0094
0.3815

−0.0155
0.3017

0.0081
0.6141

−0.0093
0.1078

−0.0014
0.9402

−0.0091
0.7139

0.0015
0.7996

CAR(–5,5) −0.0011
0.9395

0.0383
0.1150

0.0061
0.8085

0.0384
0.3006

0.0053
0.7165

−0.0067
0.7664

0.0048
0.8140

20.0178
0.0964*

0.0421
0.4650

20.0352
0.0231**

−0.0091
0.2286

CAR(–10,10) 0.0128
0.5393

0.0340
0.2900

0.0086
0.8015

−0.0061
0.7222

0.0208
0.2951

−0.0024
0.9312

−0.0039
0.8573

−0.0336
0.1953

0.0391
0.5608

20.0854
0.0337**

−0.0026
0.7347

(continued)
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Table 4. Continued.
9 October 2009 4 January 2010 2 April 2010 3 January 2011 23 October 2012 11 July 2013 12 April 2016 27 July 2017 3 May 2018 6 November 2020 29 October 2021

Industry metal and mining
CAR(–1,1) 0.0031

0.6449
0.0089
0.2545

−0.0050
0.4661

0.0064
0.2318

0.0015
0.7834

0.0010
0.8964

0.0238
0.0633*

0.0047
0.5108

0.0175
0.0021***

−0.0093
0.2345

−0.0052
0.7586

CAR(–3,3) 0.0404
0.0040***

0.0096
0.4460

−0.0052
0.5227

0.0230
0.0505*

0.0183
0.0986*

0.0111
0.2373

0.0373
0.0251**

20.0285
0.0104***

0.0177
0.0405**

0.0159
0.2833

20.0412
0.0225**

CAR(–5,5) 0.0254
0.1811

0.0165
0.2571

0.0218
0.0180**

0.0137
0.1776

0.0333
0.0094***

0.0498
0.0378**

0.0507
0.0293**

20.0300
0.0097***

0.0461
0.0100***

0.0427
0.0044***

−0.0276
0.0458**

CAR(–10,10) 0.0464
0.0836*

0.0616
0.0008***

0.0240
0.1279

0.0183
0.2856

0.0431
0.0035***

0.0385
0.1140

0.0404
0.0407**

−0.0250
0.1257

0.0582
0.0622*

0.0705
0.0007**

−0.0343
0.1828

Industry transport
CAR(–1,1) −0.0144

0.2218
0.0035
0.7945

−0.0006
0.9683

−0.0011
0.8651

0.0028
0.6845

0.0032
0.7263

0.0121
0.2293

−0.0052
0.1959

0.0083
0.0511**

0.0031
0.7000

0.0042
0.7162

CAR(–3,3) 0.0286
0.3980

0.0028
0.8723

0.0001
0.9959

0.0100
0.3360

0.0058
0.3770

0.0122
0.3247

0.0199
0.0699*

−0.0189
0.1347

0.0062
0.5020

−0.0312
0.1924

−0.0254
0.2004

CAR(–5,5) 0.0253
0.4678

0.0133
0.5050

0.0144
0.5170

0.0063
0.6851

0.0027
0.7919

0.0329
0.0112***

0.0255
0.0988*

20.0249
0.0728*

0.0533
0.0229**

0.0808
0.0081***

−0.0471
0.1438

CAR(–10,10) 0.0186
0.5984

0.0406
0.1219

0.0121
0.6506

0.0522
0.1935

0.0170
0.1249

0.0284
0.0982*

0.0167
0.3424

−0.0243
0.1777

0.0243
0.3507

0.0998
0.0176**

−0.0694
0.1591

Oil and gas producer
CAR(–1,1) −0.0125

0.5760
0.0025
0.3914

−0.0020
0.6496

−0.0144
0.2384

0.0088
0.6803

−0.0123
0.1036

−0.0053
0.8793

0.0753
0.2355

0.0540
0.1314

−0.0451
0.2128

−0.0060
0.6066

CAR(–3,3) 0.0449
0.5361

−0.0034
0.2723

0.0215
0.5880

−0.0234
0.2967

0.0120
0.5220

−0.0013
0.1207

−0.0141
0.7641

0.1340
0.3775

0.0182
0.0743*

0.0382
0.3613

−0.0234
0.2418

CAR(–5,5) 0.0416
0.5844

−0.0053
0.4773

0.0335
0.5744

−0.0078
0.5532

0.0325
0.5251

−0.0094
0.3771

−0.0387
0.5650

0.1702
0.3141

0.1635
0.0855*

0.0149
0.1192

−0.0326
0.2981

CAR(–10,10) 0.0414
0.5235

−0.0173
0.1653

0.0186
0.7036

0.0502
0.5237

0.0293
0.7443

−0.0136
0.3977

−0.0642
0.6387

0.1483
0.2959

−0.0213
0.8897

0.1168
0.1596

−0.0222
0.6105

Personal goods
CAR(–1,1) 0.0151

0.3909
0.0061
0.7232

−0.0281
0.1580

0.0121
0.2623

0.0082
0.4780

20.0177
0.0723*

20.0107
0.0180**

−0.0060
0.5277

0.0108
0.3913

−0.0077
0.4536

0.0116
0.3730

CAR(–3,3) 0.0310
0.1427

0.0587
0.1046

20.0756
0.0513**

0.0095
0.5266

0.0439
0.1023

0.0126
0.4909

0.0064
0.4621

20.0226
0.0232**

−0.0108
0.5673

−0.0069
0.5739

−0.0066
0.7526

CAR(–5,5) 0.0428
0.1713

0.0141
0.8108

−0.0108
0.4725

0.0114
0.3973

0.0385
0.1436

0.0282
0.3378

0.0169
0.2024

−0.0111
0.3539

0.0204
0.4187

−0.0304
0.1610

−0.0058
0.8439

CAR(–10,10) 0.0604
0.2394

0.0351
0.5041

−0.0234
0.2227

0.0175
0.3761

−0.0057
0.7843

−0.0192
0.6535

0.0354
0.0812*

20.0728
0.0007***

0.0810
0.0140***

20.0724
0.0874*

−0.0392
0.4858

Pharmaceutical and bio
CAR(–1,1) −0.0354

0.3224
0.0049
0.3920

0.0041
0.7481

0.0118
0.5069

0.0043
0.6317

0.0062
0.8002

0.0081
0.5122

−0.0110
0.4956

0.0076
0.4526

−0.0256
0.1551

−0.0209
0.1618

CAR(–3,3) −0.0013
0.9444

0.0115
0.2389

0.0099
0.6905

0.0035
0.7729

−0.0047
0.7636

0.0254
0.3590

−0.0046
0.8105

20.0139
0.0045***

0.0114
0.5656

−0.0243
0.2197

−0.0344
0.1554

(continued)
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Table 4. Continued.
9 October 2009 4 January 2010 2 April 2010 3 January 2011 23 October 2012 11 July 2013 12 April 2016 27 July 2017 3 May 2018 6 November 2020 29 October 2021

CAR(–5,5) −0.0263
0.5923

0.0019
0.7702

−0.0566
0.2769

0.0040
0.8311

20.0400
0.0950*

0.0504
0.1030

0.0055
0.7264

−0.0182
0.1094

0.0589
0.0987*

20.0449
0.0020***

20.0645
0.0774*

CAR(–10,10) 0.0232
0.3052

−0.0161
0.7066

0.0450
0.0701*

0.0276
0.3795

0.0192
0.5137

0.0468
0.1761

0.0162
0.5131

0.0011
0.9609

0.0802
0.0670*

20.1074
0.0057***

0.0004
0.9776

Travel and leisure
CAR(–1,1) 20.0171

0.0162**
0.0209
0.0415**

20.0150
0.0138***

0.0241
0.0779*

0.0081
0.3256

−0.0162
0.3670

0.0077
0.3231

−0.0079
0.2217

−0.0082
0.4236

0.0023
0.9239

0.0136
0.1137

CAR(–3,3) 0.0097
0.2494

0.0289
0.0079**

20.0365
0.0366**

0.0437
0.0186**

0.0221
0.1427

−0.0224
0.1292

0.0117
0.2548

−0.0285
0.0177**

−0.0063
0.6599

0.0529
0.1843

−0.0080
0.5619

CAR(–5,5) −0.0224
0.1237

0.0304
0.0437**

0.0024
0.8317

0.0413
0.0065***

0.0446
0.0539**

0.0189
0.1056

0.0133
0.2849

20.0275
0.0849*

0.0872
0.0132***

0.0569
0.2934

−0.0019
0.9302

CAR(–10,10) −0.0043
0.7655

0.0608
0.0119***

0.0104
0.5328

0.0803
0.0029***

0.0657
0.0139***

−0.0173
0.1858

0.0037
0.7967

20.0437
0.0115***

0.0619
0.0361**

0.0404
0.4764

−0.0143
0.4295
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sup
p
ort

the
cam

p
aign,

w
hile

only
35%

in
Kuala

Lum
p
ur

are
w
illing

to
do

the
sam

e
(C
hen

et
al.,

2021).
D
esp

ite
the

lack
of

studies
on

the
w
illingness

to
sup

p
ort

this
cam

p
aign,

evidence
found

in
Johor

and
Selangor

show
ed

that
the

p
ercentage

of
likelihood

exceeded
50%

.
Thus,

the
likelihood

of
residents

to
sup

p
ort

this
cam

p
aign

throughout
the

nation
is
high.M

oreover,five
industries

show
ed

p
ositive

reactions
nam

ely
autom

ob
ile

and
p
arts

(3.9%
),
chem

ical
and

construction
(6.27%

),
food

p
roducer

(1.34%
),
m
etal

and
m
ining

(2.30%
),
and

travel
and

leisure
(2.41%

).
M
eanw

hile,
Kirat

(2021)
stated

that
M
alaysia

ranks
second

am
ong

A
sian

countries
in

term
s
of

p
lastic

usage,
reaching

as
m
uch

as
16.78

kg
p
er

p
erson.

This
resulted

in
a
negative

reaction
from

oiland
gas

p
roducer,as

the
tw

o
p
rim

ary
com

p
onents

of
p
lastic

p
ro-

duction
are

p
etroleum

and
natural

gas
(A
hsan

et
al.,2020).

O
n
23

O
ctob

er
2012,

the
G
reen

Investm
ent

Tax
A
llow

ance
(G
ITA

)
and

G
reen

Incom
e
Tax

Exem
p
tion

(G
ITE)

b
ecam

e
the

governm
ent’s

first
step

s
in

the
p
rocess

of
introducing

carb
on

tax
to

achieve
carb

on
neutrality

b
y
2050.This

schem
e
rep

resents
the

governm
ent’s

intention
to

encourage
b
usinesses

to
accel-

erate
their

usage
of

ESG
-focused

technology
and

em
b
ark

on
green

p
rojects.N

evertheless,m
ost

of
the

sec-
tors

reacted
negatively

tow
ards

the
announcem

ent,w
ith

the
p
ersonal

goods
sector

reacting
significantly

at
a
5%

level.
O
ne

p
ossib

le
reason

for
this

is
that,

since
this

schem
e
focuses

on
heavy-p

olluter
sectors

aligned
w
ith

the
adop

tion
of

ESG
,every

com
p
any

is
required

to
disclose

in
their

rep
ort

ab
out

their
envir-

onm
ental,socialand

governance
(ESG

)
activities

to
the

investors,thus
affecting

investor
sentim

ent
ab

out
their

p
erform

ance.A
sim

ilar
finding

w
as

highlighted
b
y
H
am

ilton
(1995)

and
G
uo

et
al.(2020).

O
n
11

July
2013,the

G
G
P
w
as

introduced.It
refers

to
the

p
rocurem

ent
of

sup
p
liers,services

and
w
orks

b
y
the

p
ub

lic
sector

w
hich

takes
into

consideration
the

environm
ental

criteria
to

conserve
and

m
inim

ize
environm

ental
im

p
acts,

accelerate
the

national
econom

y,
and

p
rom

ote
sustainab

le
develop

m
ent. 5

There
are

four
elem

ents
evaluated

b
y
the

G
G
P
nam

ely:(1)
estab

lishm
ent

of
eco

lab
el

certification,(2)
estab

lish-
m
ent

of
the

G
P
p
rocedure,(3)

accep
tance

of
G
P
p
ractice

in
agencies

as
w
ellas

the
p
rivate

and
p
ub

lic
sec-

tors,and
(4)

identification
of

com
p
anies

certified
in

green
technology.By

2020,allgovernm
ent

offices
w
ill

im
p
lem

ent
the

G
G
P,and

20%
of

p
urchases

of
selected

p
roducts

or
services

p
rocured

b
y
the

p
ub

lic
sector

w
ill

b
e
green-lab

elled.
The

efficacy
of

the
G
G
P
had

resulted
in

several
industries

generating
returns

to
shareholder

w
ealth

in
the

short-term
such

as
chem

ical
and

construction
(3.51%

),
m
etal

and
m
ining

(4.98%
),and

transp
ort

(3.29%
).These

are
heavy-p

olluter
industries

w
hich

have
engaged

in
m
any

change
p
rogram

s
and

p
rojects

to
encourage

the
adop

tion
of

the
G
G
P
such

as
the

Environm
ent

M
anagem

ent
System

(EM
S)

and
Environm

ental
M
anagem

ent
Plan

(EM
P).

H
ow

ever,
investors

from
the

p
ersonal

goods
industry

overreacted
negatively

at
–1.77%

tow
ards

the
G
G
P
im

p
lem

entation.
O
n
12

A
p
ril

2016,follow
ing

the
announcem

ent
of

M
alaysia’s

signing
of

the
Paris

A
greem

ent,four
out

of
11

industries
show

ed
p
ositive

reactions
at

a
significant

level
of

10%
.
The

industries
are

chem
ical

and
constructions

(0.84%
),
m
etal

and
m
ining

(5.07%
),
transp

ort
(3.29%

),
and

p
ersonal

goods
(3.54%

).
This

show
s
that

these
industries

sup
p
ort

the
governm

ent’s
m
ove

in
signing

the
Paris

agreem
ent

w
ith

a
com

-
m
itm

ent
to

reduce
G
H
G

em
issions

b
y
45%

b
y
2030.

This
w
ill

b
e
achieved

through
reductions

in
the

energy,
agriculture

and
land

use
change

and
forestry

(LU
LU

C
F)

sectors.
O
nly

autom
ob

ile
and

p
arts

reacted
negatively

at
–1.23%

at
a
10%

significant
level.

O
ne

p
ossib

le
reason

for
this

is
that

w
hen

the
governm

ent
attem

p
ts

to
reduce

the
em

issions
released

b
y
the

sectors
w
ithout

sup
p
orting

them
finan-

cially,the
sectors

m
ay

b
e
forced

to
change

their
m
anagem

ent
in

term
s
of

m
anufacturing

and
op

eration,
thus

leading
to

their
negative

reactions.
O
n
27

Sep
tem

b
er

2017,
m
ost

of
the

industries
reacted

negatively
tow

ards
the

announcem
ent

of
the

issuance
of

M
alaysia’s

First
G
reen

(2017)
nam

ely
A
utom

ob
ile

and
Parts

(5.28%
),

C
hem

ical
and

C
onstruction

(6.81%
),
Food

Producer
(0.85%

),
G
as,

W
ater

and
M
ulti-U

tilities
(1.78%

),
M
etal

and
M
ining

(3%
),
Transp

ort
(2.49%

),
Personal

G
oods

(7.28%
),
Pharm

aceutical
and

Bio
(1.39%

),
and

Travel
and

Leisure
(4.37%

).A
sukuk

that
m
eets

those
criteria

and
p
rovides

funding
to

a
sp
ecific

environm
entally-sustainab

le
infrastructure

p
roject

such
as

the
construction

of
renew

ab
le

energy
generation

facilities
could

b
e
p
articu-

larly
attractive

to
environm

ent-focused
investors

for
tw

o
p
articular

reasons
nam

ely
reasonab

le
risk-

adjusted
returns

and
p
rop

er
m
arking.

This
result

is
in

contrast
to

that
of

Lab
orda

and
S �anchez-G

uerra
(2021)

and
W
ang

et
al.(2020).

O
n
3
M
ay,m

ost
of

the
industries

show
ed

p
ositive

and
significant

reactions
tow

ards
the

announcem
ent

of
the

launch
of

the
G
TFS

earm
arked

up
to

RM
5
b
illion.The

industries
are

chem
icaland

construction
w
ith

a
C
A
R
of

4.2%
(–10,þ

10),
autom

ob
ile

and
p
arts

(11.37%
),
electricity

and
equity

(1.56%
),
food

p
roducer
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(3.90%
),
m
etal

and
m
ining

(5.82%
),
transp

ort
(5.33%

),
oil

and
gas

p
roducer

(16.35%
),
p
ersonal

goods
(8.10%

),p
harm

aceutical
and

b
io

(8.02%
),and

travel
and

leisure
(8.72%

)
all

at
a
significance

level
of

10%
.

N
evertheless,this

schem
e
w
as

discontinued
due

to
p
oliticalchanges

and
the

new
governm

ent
form

ation.
O
n

6
N
ovem

b
er

2020,
the

governm
ent

announced
the

extension
p
eriod

for
the

green
technology

financing
schem

e
and

up
graded

it
from

G
TFS

2.0
to

G
TFS

3.0.The
focus

of
G
TFS

3.0
is
on

the
heavy-p

ol-
lution

sector
such

as
energy,

b
uilding,

transp
ortation

and
natural

resources,
w
ith

several
targets

such
as

the
p
lan

to
increase

the
num

b
er

of
green

m
anufacturers

to
17,000

b
y
2030,

reduce
carb

on
em

issions
of

transp
ortation,

and
increase

the
num

b
er

of
electric

m
ob

ility
to

100,000
electric

cars,
100,000

electric
m
otorcycles,

125,000
charging

stations,
and

2000
electric

b
uses

b
y
2030

(G
reen

Technology
Financing

Schem
e
3.0,

n.d.).
M
oreover,

G
TFS

3.0
also

includes
p
lans

for
the

develop
m
ent

of
1,750

green
b
uildings

to
b
e
certified

b
y
2030.

Several
sectors

dem
onstrated

m
ixed

reactions
tow

ards
this

announcem
ent

such
as

the
chem

ical
and

construction
sector

w
hich

reacted
negatively

at
1.42%

;gas,w
ater

and
m
ulti-utilities

(8.54%
);

industry
transp

ort
(–2.29%

);
p
ersonal

goods
(7.24%

),
and

p
harm

aceutical
and

b
io

(10.74%
).

M
eanw

hile,
food

p
roducer

(2.32%
),
m
etal

and
m
ining

(7.05%
),
and

transp
ort

(9.98%
)
generated

p
ositive

significant
returns

to
shareholder

w
ealth

at
a
10%

significance
level.There

are
several

p
lausib

le
exp

lana-
tions

for
this

b
ased

on
the

result.
Firstly,these

sectors
reacted

negatively
due

to
the

p
olicy

and
require-

m
ent

changes
w
hich

m
ust

b
e
m
et

as
stated

b
y
the

governm
ent.Secondly,the

sectors
had

less
incentive

to
invest

in
p
ollution

control
due

to
w
eak

environm
ental

regulations.
M
eanw

hile,
the

p
ositive

reactions
show

that
the

industries
sup

p
ort

the
governm

ent’s
incentive

to
im

p
lem

ent
green

technology.
The

announcem
ent

m
ade

on
29

O
ctob

er
2021

dem
onstrates

M
alaysia’s

com
m
itm

ent
in

contrib
uting

to
low

-carb
on

econom
y
through

incentive
and

p
olicies

stated
in

the
Budget

2022
m
em

orandum
.
Tw

o
industries

generated
p
ositive

ab
norm

al
returns

to
shareholder

w
ealth

nam
ely

autom
ob

ile
and

p
arts

(5.27%
)
and

electricity
and

equity
(1.12%

)
at

a
significant

level
of

5%
.
These

tw
o
sectors

indeed
sup

p
ort

the
governm

ent’s
effort

in
reducing

C
G
H

until
year

2050.
In

addition,
these

environm
ental

p
olicies

sup
-

p
ort

and
im

p
rovise

existing
action

p
lans.

For
exam

p
le,

in
year

2013,
the

first
electric

car
launched

in
M
alaysia

w
as

the
M
itsub

ishi
i-M

iEV
follow

ed
b
y
N
issan

and
Proton

(local
autom

otive
p
roduction

com
-

p
any)

(Ep
atgo.com

,
2013).

Furtherm
ore,

G
reentech

M
alaysia

under
the

M
inistry

of
Energy,

Science,
Technology,Environm

ent
&
C
lim

ate
C
hange

had
im

p
orted
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Tesla

cars
and

leased
them

to
the

govern-
m
ent

and
com

p
anies

to
p
rom

ote
electric

vehicles
(or

EVs)
(A
hm

ad,
2017).

M
eanw

hile,
several

industries
show

ed
negative

and
significant

overreactions
tow

ards
the

announcem
ents

such
as

food
p
roducer

(1.45%
),m

etal
and

m
ining

(4.12%
),and

p
harm

aceutical
and

b
io

(6.45%
)
all

at
a
5%

significance
level.

6.
D
iscu

ssio
n

Th
e
im

p
lem

entation
of

various
p
olicies

and
p
rog

ram
s
sh
ow

s
th
at

M
alaysia

is
com

m
itted

to
accelerate

a
tran

sition
to

a
low

-carb
on

econ
om

y.
Th

is
effort

has
increased

aw
aren

ess
reg

ard
in
g
th
e
im

p
ortan

ce
of

g
reen

econom
y

an
d

renew
ab

le
en

erg
y

in
a

sustain
ab

le
energ

y
system

.
M
alaysia

m
u
st

strive
to

in
crease

its
efforts

in
attainin

g
g
reater

efficiency
in

en
erg

y
co

n
version

,
tran

sm
ission

,
an

d
utilization.

For
the

first
ob

jective,
the

stud
y
d
ed

uces
th
at

alm
ost

all
the

results
of

the
an

noun
cem

ents’
effects

(Tab
les

3
and

4)
are

con
sistent

w
ith

th
at

of
stud

ies
on

d
evelop

ed
coun

tries
(see,

for
exam

p
le,

G
uo

et
al.,2020;Lab

ord
a
&
S �anch

ez-G
uerra,2021;Ram

iah
et

al.,2013;Rob
in
son

et
al.,2018;Tan

g
&
Z
han

g
,

2020)
w
h
ich

d
ocum

en
ted

m
ixed

reactions
(p
ositive

and
neg

ative)
for

the
sh
ort-term

p
eriod

.
Th

us,
th
e

results
sup

p
ort

h
yp

oth
esis

(H
1),

w
hich

asserts
th
at

g
reen

p
olicy

ann
oun

cem
en

ts
p
ose

an
effect

on
the

stock
return

of
h
eavy-p

olluter
ind

ustries.
Th

e
p
ositive

returns
to

sh
areh

old
ers

sh
ow

th
at

g
reen

p
olicy

ann
ouncem

en
ts

b
y
th
e
g
overnm

en
t
create

value-en
han

cing
sh
areh

old
er

w
ealth

.
A
s
for

th
e
neg

ative
reaction

s,
in
vestors’

b
ehaviour

and
p
ercep

tiveness
are

show
n
to

p
lay

an
im

p
ortan

t
role

in
stock

p
er-

form
an

ce
as

claim
ed

b
y
Ishak

et
al.

(2022).
A
s
for

the
secon

d
ob

jective
(to

accep
t
H
2),

ESG
-ad

op
ting

com
p
an

ies
in

th
ree

ind
ustries

(Tab
le

4)
n
am

ely
ch

em
ical

and
construction

,
m
etal

an
d

m
inin

g
,
an

d
travel

an
d
leisure

sh
ow

ed
m
ixed

reaction
s
(p
ositive

an
d
n
eg

ative)
tow

ard
s
11

g
reen

p
olicy

an
noun

ce-
m
en

ts.
Th

e
reactions

d
ep

en
d
ed

on
the

ESG
com

p
anies’

score
w
h
ereb

y
those

less
th
an

50
are

con
sid

-
ered

as
p
oor

ESG
ad

op
tion

(Bakri
et

al.,
2022;

W
ong

et
al.

(2021).
N
everth

eless,
th
e
stud

y
w
as

un
ab

le
to

d
em

o
n
strate

the
actual

effect
of

g
reen

p
olicy

an
noun

cem
en

t
on

the
ESG

-ad
op

ting
com

p
an

ies
d
ue

to
lim

itation
of

sam
p
le

size.

C
O
G
EN

T
EC

O
N
O
M
IC
S
&
FIN

A
N
C
E
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7.
C
o
n
clu

sio
n

W
e
conducted

a
study

using
an

event
sam

ple
of

green
policy

announcem
ents

related
to

251
heavily-pol-

luted
industries

from
9
O
ctob

er
2009

to
29

O
ctober

2021.The
study

has
tw

o
m
ain

objectives:(a)
to

inves-
tigate

the
im

pact
of

green
policy

announcem
ents

on
the

stock
returns

of
heavy-p

olluter
industries,and

(b
)

to
exam

ine
the

influence
of

ESG
adop

tion
by

heavy-p
olluter

industries
on

shareholders’
value.

Based
on

our
findings,

w
e
concluded

that
green

p
olicies

announced
by

the
governm

ent
in

various
p
latform

s
had

attracted
the

attention
of

investors
in

M
alaysia,resulting

in
m
ixed

reactions
to

the
announcem

ents.
This

study
has

im
p
ortant

im
p
lications,

b
oth

theoretical
and

p
ractical.

The
theoretical

im
p
lications

include
the

highlighting
of

underexp
lored

im
p
acts

of
green

p
olicy

announcem
ents

on
the

stock
returns

of
heavy-p

olluter
industries

in
M
alaysia.

The
study

found
ab

norm
al

returns
and

changes
in

volatility
sur-

rounding
these

announcem
ents,w

ith
a
p
rim

ary
reliance

on
the

stakeholder
theory.

Practically,the
im

p
lications

of
this

study
can

b
e
view

ed
from

five
p
ersp

ectives.
Firstly,investors,

p
ort-

folio
m
anagers,

and
regulators

can
b
enefit

from
understanding

the
im

p
act

of
stock

returns
on

m
axim

iz-
ing

shareholders’
w
ealth.

Secondly,
individual

and
institutional

investors
as

w
ell

as
p
ortfolio

m
anagers

can
use

the
ESG

p
ractices

as
a
p
erform

ance
indicator

for
their

investm
ent

decisions.Thirdly,the
govern-

m
ent

can
b
enefit

from
ratifying

green
p
olicies

to
p
rom

ote
a
green

environm
ent

as
an

effective
m
eans

of
m
axim

izing
shareholders’

value.
Furtherm

ore,
the

findings
p
rovide

insights
to

the
governm

ent
in

im
p
le-

m
enting

environm
ental

taxes
to

reduce
greenhouse

gas
em

issions
(G
H
G
)
in

M
alaysia.

From
a
theoretical

standp
oint,

in
an

efficient
m
arket,

investors
should

not
b
e

ab
le

to
m
ake

ab
norm

al
p
rofits

once
the

announcem
ent

is
m
ade.

If
share

p
rices

fail
to

incorp
orate

the
inform

ation
related

to
environm

ental
events,

it
w
ould

b
e
inconsistent

w
ith

the
efficient

m
arket

hyp
othesis.

From
a
m
anagem

ent
or

com
p
any

p
ersp

ective,
investing

in
green

initiatives
enab

les
heavily-p

olluting
com

p
anies

to
transform

into
m
ore

energy-efficient
and

less
p
olluting

firm
s,

fulfilling
their

social,
environm

ental,
and

governance
(ESG

)
resp

onsib
ilities.

This
m
ay

include
receiving

governm
ent

sub
sidies

and
tax

incentives
for

environm
ental

investm
ents

and
technological

innovations.
Lastly,

future
research

could
em

p
loy

qualitative
m
ethods

such
as

interview
s
w
ith

key
inform

ants,
p
ar-

ticularly
from

the
corp

orate
strategy

division.
C
om

b
ining

qualitative
m
ethods

w
ith

quantitative
analysis

w
ould

p
rovide

an
in-dep

th
understanding

of
current

p
ractices

and
the

im
p
lem

entation
of

ESG
strategies

and
risk

m
anagem

ent
w
ithin

organizations.
Incorp

orating
m
ixed

m
ethods,

as
suggested

b
y
Sekaran

and
Bougie

(2016),w
ould

enab
le

m
ore

in-dep
th

exam
ination

of
the

current
p
ractice

in
the

field
of

interest.

N
o
tes

1.
The

selection
of

sp
ecific

industries
is

b
ased

on
the

Environm
ental

Essentials
Siting

of
Industries

in
M
alaysia

(EESIM
),p

ub
lished

b
y
the

M
inistry

of
N
atural

Resources
and

Environm
ent,M

alaysia.
2.

ESG
adop

ters
and

non-adop
ters

are
p
referab

ly
sep

arated
into

the
tw

o
group

s.
H
ow

ever,
since

only
15%

of
the

total
data

is
on

the
ESG

adop
ters,this

study
had

to
com

b
ine

them
into

one
group

.
3.

By
using

sam
e
event

w
indow

(121-day),the
data

for
11

sectors
is
sep

arately
m
easured

w
ith

the
11

green
p
olicy

announcem
ents.The

data
w
ill

b
e
p
rovided

up
on

request.
4.

This
p
rogram

m
e
w
as

the
first

step
to

encourage
and

intensify
the

utilization
of

renew
ab

le
energy

in
p
ow

er
generation.

5.
Product,

equip
m
ent

or
system

s
that

m
inim

ize
degradation

to
the

environm
ent,

have
zero

or
low

greenhouse
gas

(G
H
G
)
em

ission,
safe

for
use

and
p
rom

ote
healthy

and
im

p
roved

environm
ent

for
all

form
s
of

life,
conserve

the
use

of
energy

and
natural

resources
and

p
rom

ote
the

use
of

renew
ab

le
resources.

A
ckn

o
w
led

g
em

en
t

The
authors

are
grateful

to
the

anonym
ous

referees
of

the
journal

for
their

extrem
ely

useful
suggestions

to
im

p
rove

the
quality

of
the

p
ap

er.U
sual

declaim
ers

ap
p
ly.

D
isclo

su
re

statem
en

t

N
o
p
otential

conflict
of

interest
w
as

rep
orted

b
y
the

author(s).
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