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Abstract 
 

 
Recently, corporate social responsibility (CSR) has become integral to the operations of 

many large businesses. With its increasing prominence has come an expanding debate about the 

financial implications of CSR and CSR reporting. This thesis examines the effects of releasing 

annual CSR reports on stock prices and trading volume on two different sample groups. This 

thesis hypothesizes first that releasing CSR reports will not have a significant impact on stock 

price and second, that releasing CSR reports will influence trading volume significantly. These 

hypotheses were tested with two separate samples of 20 companies each from the S&P 500. The 

distinguishing factor between the two sample groups is the market capitalization, which is an 

average of $200 billion for the first group, and $12 billion for the second group. Market 

Capitalization serves as a proxy for size, essentially to determine if firm size factors into these 

results. These samples were tested in an event study accounting for market adjustments. Overall, 

we find that there is no significant relationship between releasing an annual CSR report and 

stock price during the event window for either sample group, most likely attributed to the 

efficient market hypothesis.  The results do indicate a significant response in trading volume for 

the first sample group, but not the second. This provides evidence that investors do care about 

and act upon CSR information. However, their reaction might depend on the information 

environment. In summary, although no significant price impacts were detected, investors do 

respond in certain environments to CSR information in the form of abnormal volume. 
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Introduction 
 

Corporate social responsibility (CSR) in a broad sense can be defined as the initiatives of 

a company aimed to benefit society, although there are a multitude of definitions. 

McWilliams and Siegel (2001) offer a more specific definition -  CSR consists of actions that 

are intended to do some sort of social good, not because it is in the interest of the firm or 

required by the law, but solely because it is benefiting society. The idea of CSR began to take 

form in the 1950’s when Howard Bowen kick started the debate by questioning the 

responsibilities of businessmen to society in his work Social Responsibilities of Businessmen 

(Carroll 2008). Corporate Social Responsibility in the last decade has become integral to the 

structure and operations of many companies, part of the reason being a demand by the 

consumer to see businesses “do good” not only for themselves, but for society. Not only are 

investors beginning to expect socially responsible behavior from companies, but they are 

actually factoring CSR information into the analysis of an investments value (Shane and 

Spicer 1983). As Archie Carroll points out in History of Corporate Social Responsibility 

(2008), the evolving competitive landscape of global business will continue to increase the 

importance of CSR as a key differentiator in public eye. As this shift in business to 

incorporate effective non-financial initiatives grows, it is meaningful to analyze the resulting 

financial impacts. 

As the prominence of CSR has risen, so have studies trying to determine the financial 

implications of its application. The majority of research attempting to quantify the benefits of 

CSR has focused on measures internal to the firm, such as bottom line impact or overall 

company valuation. The effects of CSR and the relationship with stock prices have been 

analyzed, although to a lesser degree. For example, much of this research looks at how CSR 
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is incorporated into the stock price in the long run, but fails to recognize the short-term 

effects related to the CSR communication. Furthermore, much of the research that does 

incorporate CSR communication and short term reactions focus on highly specific events, 

which are often firm specific. This makes the results of previous research difficult to apply to 

many companies. Ultimately for research related the communication of CSR related incidents 

on stock price and volume, there is a significant gap. Prior research looking at the 

relationship between corporate social responsibility communications and stock returns has 

been limited and generally inconclusive. These studies have failed to identify a uniform form 

of CSR; rather they draw conclusions on just a small portion of a much bigger picture. By 

specifically researching the impact of annual CSR reports, we can ensure that there is a 

uniform event to measure, and that the findings are objective. Also, utilizing the same type of 

report makes it easier to draw conclusions from the event study that can be applied to a 

greater number of firms. Finally, much of the research that does specifically draw meaningful 

conclusions on this topic are studies performed in foreign markets.  This thesis will fill the 

void by specifically determining the short-term U.S. stock price and volume reaction to the 

communication of annual CSR Reports.  

 The relevance of this question is of particular importance to the company, shareholders, 

and investors in general. For the company, a conclusive finding would offer insight into the 

effects of CSR report, and could be used strategically to influence the investor and thus stock 

prices (increasing equity). As Cochran and Wood (1984) point out, if there is a positive 

relationship between CSR and financial performance, particularly stock price, it might cause 

management to focus more effort or resources on these actions. Granted, a finding of this 

nature could cause considerable controversy over the motivation for engaging in CSR 
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activities- Do companies engage in CSR to benefit society, or are they trying to add value to 

the firm? For the current shareholder, the implications of this study could identify risk/return 

associated with their ownership of the stock, such as volatility in stock price or liquidity in 

trading shares. Finally, for investors, this study might identify a strategy for profiting from 

trading based on CSR communications. If an investor knows the stock price will either rise or 

fall following a report, they can theoretically beat the market. Even if there is no significant 

finding in relation to stock price, an impact on trading volume would still offer insight. 

According to Cready and Hurtt (2002), volume metrics have a greater significance than 

return metrics in determining a potential investor response to an event. This is especially true 

when the content of the event is not being analyzed, although for CSR events it is 

presumably all good information. Essentially, finding a significant response in trading 

volume would offer even greater implications about information than stock price.  

There are several research questions this thesis seeks to answer, with the primary being 

the following: 

Does the release of an annual CSR report have an identifiable and 

distinguishable impact on stock price and/or trading volume? 

Other questions that will be answered by this thesis are: 

i. Does the size of the company influence the CSR impact on price or 

volume? 

ii. What is the time window for the impact on stock price of CSR 

communication? 

iii. Can CSR communications be used to make trading decisions in the stock 

market? 
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This thesis seeks to determine the effects of releasing annual Corporate Social Responsibility 

announcements on the Stock Price and trading volume of a firm, as well as the time frame of 

this influence. It also looks to determine if the size of the company as determined by market 

capitalization plays a role in these results. This study will first analyze prior literature on the 

topic, identifying potential gaps in the information, and offering solutions for how this study 

might cover those gaps. Then, the methodology for researching the question posed in this 

paper will be examined, and hypotheses will be introduced. Finally, the results will be 

offered and interpreted to draw conclusions from the tests and research.  
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Literature Review 
 

 

Socially Responsible Investing  

 The modern-day investor’s preferences are changing. While they still require 

financial performance in the form of strong returns, they are also beginning to put value in 

Socially Responsible investment options. According to Investing with a Mission (Prior 

2015), Investors have invested about $8.2 billion into various socially conscious funds 

since 2013, and these assets have grown by nearly 60% in 5 years. This general trend and 

shift in preference toward a more holistic analysis of investment options represents the 

incorporation of CSR into the stock market. The implications for this analysis is that 

investors are taking notice of CSR at a growing rate, and thus the communications of these 

initiatives or actions will be in some way incorporated into the market. This analysis leaves 

to question whether the incorporation of CSR in the market is evident through price 

fluctuation, or an alternative measure such as volume.  

CSR and Stock Market Performance 

 The incorporation of CSR into the stock market is undeniable as identified through 

the continual growth in socially responsible stock and bond investments. The question 

becomes: how is CSR incorporated in the market? Alexander and Buchholz (1978) were 

some of the first to research the relationship of CSR to stock price while incorporating 

market risk in their analysis. Their study measured the CSR impact on stock price over 

periods of three years and five years, and determined that there is not a significant impact 

of social responsibility on stock prices. This study lacks viability for conclusiveness in the 

short term. Namely, a three to five-year period measure does not employ an event analysis 
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to measure the short-term relationship of CSR and stock price. An event analysis should be 

incorporated after a CSR announcement or communication of some sort to offer more 

substantial evidence for or against the hypothesis. Event studies are critical for isolating 

the variables that are intended to be measured, independent of market or other influence.  

The Effect of Positive Corporate Social Actions on Shareholder Wealth 

 Hall and Rieck (1998) analyzed various types of positive CSR actions and the effect 

on stock price by utilizing an event study. Their findings through an event analysis were 

the following: “The announcement of corporate donations is found to have a significant 

positive effect on stock prices. Firms producing environmentally friendly products exhibit a 

large significant reaction on day 0. No other announcement of voluntary corporate social 

action is found to have a significant impact on shareholder wealth, specifically those firms 

engaged in recycling or social policy issues.” This analysis suggests that CSR is in certain 

situations incorporated in market reactions through price fluctuation. A shortfall of this 

study is that it examines only the five days before and after a CSR announcement in 

conformance with the Efficient Market Hypothesis, which says impacts of events are 

quickly incorporated into stock price. The Efficient Market Hypothesis is exactly that, a 

hypothesis. This does not account for the information environment of these firms. 

Investors might not be exposed to these announcements immediately, so the possibility of 

a reaction more than five days after the event is strong. The results of this study indeed 

identify some correlation between CSR and stock price, but this relationship need be 

analyzed in alternative testing and over a greater time horizon.  
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Stock Price Reactions to GLBT Nondiscrimination Policies 

The study previously cited used an event analysis to determine that social policy 

issue communications as a form of CSR were not positively correlated with abnormal stock 

price returns. Wang and Schwarz (2010) conducted a study relating to GLBT 

Nondiscrimination Policies effect on a company’s stock price. What they found was that 

changes in CEI scores, a measure for the level non-discrimination, are related to 

movements in the firm’s stocks price over the year following. Essentially, the firms with 

more progressive LGBT non-discrimination policies outperform their peers with lower CEI 

scores. This finding serves as a contradiction to prior findings. One potential reason for this 

discrepancy is the varying measures employed by the two studies. While the previous 

studied used an event analysis to measure +- 5 day reactions, the latter assumed the 

minimum time to measure would be a year, not citing a specific event date, but rather a 

policy year. Due to the inconsistencies between the two studies, no final conclusions can be 

made as whether one study is more accurate. Furthermore, this study assumes that a 

Corporate Equality Index (CEI) is a proxy for GLBT issues management. This idea is flawed 

because CEI includes aspects of gender and race, meaning any findings based off of this 

premise are inconclusive. Finally, the underlying forms of CSR presented in the previous 

two studies are quite different. The prior study looked at various forms of CSR in a broader 

sense, while this study focused only on Non-Discrimination/LGBT policies. This thesis will 

employ a more holistic take on CSR, although these findings do suggest this form of CSR 

does create a positive reaction. 
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Stock Market Reactions to CSR Communications 

   Perhaps the most closely correlated research with this studies topic comes from a 

study by Yu, Du, and Bhattacharya (2013). This research compares the relationship 

between CSR communications and stock market reactions. The study concludes that 

greater CSR performance is linked to greater stock prices.  However, this analysis 

incorporates the information environment and R&D as critical drivers of the relationship 

between CSR communication and stock price. This thesis will factor the information 

environment into the interpretation of the results, R&D is not included in our research. 

Also, the selection of “communications” are subjective, as there is no one specific form of 

communication used. Using a uniform report or communication is essential for establishing 

a causal relationship between CSR and stock price. 

The Market Reaction to Social Responsibility Information Disclosures 

 Patten (1978) conducted research on how markets react to CSR information 

disclosure, specifically stock price and trading volume, much like this thesis aims to do. 

However, Patten looks specifically at one individual communication in his research. 

Essentially, Patten looked to see whether disclosure that certain U.S. companies signed an 

agreement to promote equal economic opportunity for workers in South Africa had a 

significant market impact either through stock price or trading volume. Patten concluded 

that although security price data is insignificant, there is a significant reaction in trading 

volume associated with the conveyance of this information. These findings, although highly 

specific, offer valuable insight into this thesis. Even if there are no distinguishable impacts 

on stock price from CSR communication, investors still may be taking notice, apparent 

through significant changes in trading volume. Furthermore, this implication could further 
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promote the efficient market hypothesis, in that relevant information is already 

incorporated into the price of the stock (Malkiel 1989). If this holds true, the release of CSR 

reports cannot be used as a strategy to profit from impending price fluctuations. However, 

as investors may be taking greater notice to CSR related information, companies may begin 

to think more about their CSR actions and the information they publish. 

Do Investors Trade Around Socially Responsible Rating Announcements 

 Cellier, Chollet, and Gajewski (2015) focus on trading volumes around Corporate 

Social Responsibility rating announcements of companies in the European market. This 

research furthers the understanding of this paper because very few studies between CSR 

and trading volume exist, they almost all focus on a financial metric like stock price. Like 

this paper will, they use an event study to test abnormal volume. The results of the event 

study show a large decrease in trading volume the day prior to the event, followed by a 

large increase in trading volume the day after the event. The findings of this paper suggest 

that investors do in fact care about Corporate Social Responsibility, as evident through 

trading volume. This paper is different than the proposed research in several key ways. 

First, what holds true in Europe may differ in a different market, like the U.S. as investors 

may react differently. Secondly, this test was conducted based off of CSR ratings, while our 

study is based off of the release of annual CSR reports. Regardless of these differences, this 

suggests there is a probability that volume will be affected. 

The Social Responsibility of Business is to Increase its Profits 

 Contrary to certain claims about the financial benefits of CSR, there are notable 

economists who discount its benefits on a business. As Milton Friedman famously said, "there is 

one and only one social responsibility of business–to use it resources and engage in activities 



 

10 
 

designed to increase its profits so long as it stays within the rules of the game, which is to say, 

engages in open and free competition without deception or fraud." According Friedman (1970), 

the executives and management of a business are appointed as agents of the owners of the 

business, and thus only have a responsibility to them. From this perspective, insofar as a 

company is acting on behalf of society, they are not acting on behalf of the owners of the 

company. We are told that the goal of management is to increase profits for shareholders, and 

thus the incorporation of CSR creates an agency conflict (a conflict of interest between owners 

and managers). For the purposes of this paper, this argument is of critical importance. If, in fact, 

stock prices are positively affected by Corporate Social Responsibility, then acting on behalf of 

society might not necessarily be mutually exclusive with acting on behalf of shareholders. This 

does not imply that every single action must increase shareholder value. As Vogel (2005) so 

eloquently phrased it, “Not every business expenditure or policy need directly increase 

shareholder value, and many of the benefits of CSR are difficult to quantify. But in the final 

analysis, CSR is sustainable only if virtue pays off.”  
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Methodology 

 Overall this thesis seeks to determine if annual Corporate Social Responsibility 

reports have an influence on a firm’s stock price or trading volume. The objective then, is to 

look at the fluctuation in a stock’s price after the annual report has been released to the 

public, and to determine if price change is directly related to the communication. The 

process for determining fluctuations in trading volume for a stock will be similar. 

 In order to determine the reaction of stock’s price to CSR communication, this thesis 

chose specific events that were qualified for study. The events were chosen based off strict 

criteria as outlined in the following: First, the event should be some form of annual CSR 

report. These reports go by many names such as “Annual Corporate Social Responsibility 

Report” “Annual Citizenship Report” “Annual Sustainability Report” “Annual Responsibility 

Report” “Annual Citizenship and Sustainability Report” etc..  

 The second qualifier, to isolate the event and minimalize potential external 

variables, is that the CSR report must be on a stand-alone basis. That is, the event cannot be 

reported alongside any other significant company information such as an earnings release 

or annual report. Also, the company must be responsible for publishing the information. 

Finally, events were to come from stocks listed on the S&P 500. 

So to reiterate, CSR communications were chosen as qualifying events if: 

1. They are a CSR or comparable annual report 

2. The CSR Communication is stand-alone information and the company is 

the publisher 

3. The stock is listed on one of the S&P 500 

 With these qualifiers in place, two samples were constructed by pulling the release 

dates of these documents from the respective company websites as well as with the 
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Bloomberg Terminal. The reason for utilizing two separate samples is to determine if 

market capitalization plays a role in the findings. The reason for using two groups with 

different market capitalizations is to determine if the size of the firm plays a role in the 

results of this study. The extremely large firms could have vastly different results from 

smaller firms, so the difference is worthwhile to account for. The first sample group 

consists of 20 S&P companies with 5 CSR reports, or “event dates,” each for a total of 

100 events. This group has an average market capitalization of $200 billion. The second 

group consists of 20 companies with 5 events each, and an average market 

capitalization of $12 billion. The total sample, then, includes 200 events in the form of 

CSR reports from 40 different companies, between the years of 2011 and 2017. These 

dates were selected to ensure any findings represent current trends.  

To measure to influence of CSR specifically on changes in stock price or trading 

volume, an event study should be conducted. Event studies analyze a firms stock price 

around some type of corporate event (Kothari and Warner 2006). An event study will 

isolate the impact of these reports on prices by assessing any abnormal returns for 

securities around the event (Mackinlay, 1997) . An event model focusing on stock 

returns should be employed. In this study, the Market Adjusted Returns model will be 

used to distinguish between effects of the CSR communication and general market 

movement. In order to accomplish this, a related index will serve as a constant baseline 

for market returns. Market-Adjusted Model uses abnormal returns defined in excess of 

CRSP (Center for Research in Security Prices) Value-weighted market return (assumes 

market beta of 1). To perform these event studies, Wharton Research Data Services was 
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used for both the daily stock price study as well as daily volume study. From the 

Wharton page, a program called Eventus Software from Cowan Research, L.C. is used. 

To perform this event study, an event window of 13 days was chosen: two days before 

the event, the day of the event, and the ten days following the event. The event dates for 

CSR reports are highly variable unlike earnings releases, so it is suspected there will be 

minimal activity prior to the event, which is why two days was chosen. Following the 

event, there is a ten day window to allow investors to discover the reports. This 

window is not longer than ten days because I expect any price or volume impacts will 

already be reflected by this time. The estimation window is 255 days to reflect one year 

of trading days, and the estimation window ends 46 days prior to the event window to 

prevent any overlap. This estimation window is used to predict what returns would be 

without the induction of the event. For the first group of 100 events, there are 99 events 

with non-missing information for both stock price and volume event tests. For the 

second sample group, of the 100 events, there are 90 events with non-missing data for 

both stock price and volume tests. The missing data is most likely attributable to event 

dates on non-trading days. The Abnormal returns and volumes will be tested for 

significance at the .1, .05, .01, and .001 confidence levels.  
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Hypotheses 

 This research will consist of two separate hypotheses; one related to the impact of 

CSR reports on stock price, and the other on trading volume. The first focus will be on stock 

prices. I hypothesize that the release of an annual Corporate Social Responsibility report 

will have no significant impact on the price of the underlying companies stock for either 

sample. 

Null Hypothesis 1 (H0): Stock price will be impacted by the release of an annual 

corporate social responsibility report. 

Alternate Hypothesis 1 (Ha): Stock price will not be impacted by the release of an 

annual corporate social responsibility report. 

In studies particularly related to stock prices, the findings are commonly that there is no 

significant result. Alexander and Bucholz (1978) performed a similar study to this to 

determine CSR impact on stock price and did not find significant results. As mentioned in 

the Literature review however, these findings were based off of a CSR score for certain 

companies, as opposed to specific events measured with an event study. However, Hall and 

Rieck (1998) found a significant positive reaction in stock prices related to specific forms of 

CSR announcements coming from the Wall Street Journal. Particularly, the announcement 

of corporate donations and environmental products on day 0, the event day, resulted in 

these significant stock price changes, though, the collective group did not see significant 

results. Although this study is different than the aforementioned studies in several key 

aspects, I do not expect stock price to be affected by annual CSR reports. First, even though 

I do believe in this era many investors do take notice to corporate social responsibility, I do 

not think the major institutional investors will react based off of this information. The 
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major players in the market, like hedge funds, mutual funds, and pension funds are 

operated by “agents” acting on behalf of their shareholders, with the sole goal of increasing 

their principals wealth. Furthermore, according to Wolff (2014), as of 2010, the top 10% of 

wealth holders owned 81% of U.S. stocks and the top 1% owned 35% of stocks, numbers 

which have continued to grow. This means that even a large base of household investors 

with opinions about CSR still might not see those thoughts reflected in stock prices. For this 

reason, I suspect there will only be small, insignificant reactions to these CSR events. 

Secondly, I think that because the companies in my study have large to mega market 

capitalization, events such as these will be more difficult to distinguish reactions, and 

specifically pricing anomalies, in the market. Originally, this study attempted to create 

another sample of companies with a small market cap, however, it was discovered that 

very few small cap companies produce an annual CSR report of this nature, so they could 

not be analyzed in this test. Nevertheless, the distinct methods of this research as well as 

the time lapse between prior findings make this study worth analyzing 

 The second hypothesis this research seeks to prove is related to the trading volume 

of stocks around CSR reports.  This paper hypothesizes that trading volume will be 

significantly impacted by the release of an annual CSR report for both samples.  

Null Hypothesis 2 (H0): Trading volume will not be significantly affected by the 

release of an annual corporate social responsibility report. 

Alternate Hypothesis 2 (Ha): Trading volume will be impacted by the release of an 

annual corporate social responsibility report. 

The main argument for this hypothesis comes from previous studies related to trading volume, 

namely the two volume studies mentioned in the literature review. First, Patten (1978) 
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discovered in his study that investors did in fact take notice to CSR announcements as seen 

through significant changes in volume following announcements from U.S. companies operating 

in South Africa. Cellier, Chollet, and Gajewski (2015) also found significant volume changes 

in their research around CSR announcements for European companies, with large 

decreases the day before the event, and a significant increase the day after. These two 

studies both suggest Investors do take notice to certain CSR announcements in the form of 

volume fluctuations. However, the latter study is performed in the European market based 

and based off of CSR ratings. The former study is based around an extremely specific event, 

signing an equal opportunity agreement in South Africa, and is from nearly 40 years ago. 

Similar to the previous hypothesis on stock price, due to these variances, the results found 

here may be different.  
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Results 

 In this study, stock prices for the first sample group were not significantly impacted 

by the release of an annual CSR report. Abnormal returns for each individual day from -2 

through +10 were insignificant at all levels tested (.1, .05, .01, and .001). For days (-1,0) the 

cumulative abnormal return was -0.14%, and after the event, days (+1,+10), cumulative 

abnormal return was -0.19%. The average daily abnormal return over the event window is 

-0.050% (See Appendix B). 

 Similar to the first sample group, the second sample tested was not significantly 

impacted by annual CSR reports either. Abnormal daily returns for days -2 to +10 were all 

insignificant. The cumulative abnormal return for days (-1,0), the day of the event and they 

day prior, were a positive 0.24%. The cumulative abnormal returns for days (+1,+10), the 

days following the event day, were -0.46%. The average daily abnormal return of the entire 

event window is -0.0277% (See Appendix C). At all significance levels tested, these results 

show insignificant abnormalities. With these findings, we reject the null hypothesis for both 

samples and accept the Alternate Hypothesis 1 (Ha): Stock price is not impacted by the 

release of an annual corporate social responsibility report. 

 The second test included in this research is related to trading volume. This study 

finds that trading volume of the first group is in fact significantly impacted by the release of 

annual CSR reports. For the first sample group, days -2 through +10 all saw significantly 

negative abnormal volume at the .10 level. 12 out of 13 days in the event window saw 

significant negative abnormal volume at the .05 level, excluding day 5. 9 of the 13 days in 

the event window saw significant negative volumes at the .01 level. The average daily 

abnormal volume over the entire event window for group 1 is -11.45% (See Appendix D).  
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This result is significant at the highest level tested, at the .001 level.  

 

 Conversely, the second group with a smaller market capitalization did not see 

significant abnormal volume for days -2 through +10. The cumulative abnormal volume for 

days (-1,0) was -8.50%, which tested insignificant at all levels. Furthermore, days (+1,+10) 

had a cumulative abnormal volume of -11.34%, which was also insignificant at all levels 

tested. The average daily abnormal volume over the event window for the second group is -

1.66%, which is also not significant (See Appendix E). 

 For this reason, for the first group, we reject the null hypothesis, and accept 

the Alternate Hypothesis 2 (Ha): Trading volume will be impacted by the release of an 

annual corporate social responsibility report. For the second group, with a relatively 

smaller market cap, we cannot reject the Null Hypothesis 2 (H0): Trading volume will 

not be significantly affected by the release of an annual corporate social responsibility 

report. 
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Discussion 

The results of this study support the idea that the release of an annual CSR report 

has no significant short term impact on stock price for either of the two sample groups. 

These findings are consistent with the hypothesis of this paper, likely for reasons 

previously discussed. One might argue these results are a product of indifference to CSR by 

investors. On the contrary, because the volume study showed a significant reaction, this is 

unlikely the case. A more likely explanation for the insignificant response is due to the 

efficient market hypothesis. The semi-strong form of the efficient market hypothesis says 

that all public information relevant to earnings of a firm is immediately reflected in the 

price of the stock (Fama 1970). If this holds true, as suspected, then an event analysis 

would not be able to capture price impacts of releasing CSR reports, as any impact would 

already be built into its intrinsic value. Another possible, similar, explanation for this 

phenomenon could be the information environment of the sample companies. Yu, Du, and 

Bhattacharya (2003) found that the association between corporate social responsibility 

communications and abnormal returns is significantly greater for firms in a weak 

information environment, and significantly less for firms in a strong information 

environment. The companies in this sample, from the S&P 500, are all in a strong 

information environment, which supports their claim and potentially explains these 

findings. Another variable which may have impacted the results of this study include 

selection of companies in the sample. Due to their large market capitalizations, 

distinguishing pricing anomalies is more difficult. As a growing number of small companies 

begin to enhance their levels of CSR and CSR reporting, this study could be replicated to 

include companies with stocks more sensitive to information.  Another limitation could be 
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the form of the CSR communication analyzed. For example, although the annual CSR report 

was released on a certain date, that does not necessarily mean that is the day investors 

discovered the report. Unlike Earnings announcements, which draw significant publicity 

prior to as well as during their happening, CSR reports are generally not released at a set 

date and thus seem to appear without high anticipation.   

 Contrary to the stock price tests, the volume studies had varying results for the 

different samples. The first sample group saw significantly abnormal trading volumes at all 

days in the event window at the .1 level, and at all but one day at the .05 level. Particularly, 

from the two days before the event window, to ten days following the announcement, the 

volume decreased significantly at an increasing level with an average daily abnormal 

volume of -11.45%. These findings suggest that investors do react in the market based on 

the release of an annual CSR report. This might also suggest that contrary to an earnings 

release, which almost instantaneously impacts the market, CSR reports take a little more 

time to surface in the form of a market reaction.  Interestingly enough, Cellier, Chollet, and 

Gajewski (2015) found significant increased trading volume in their study, whereas here 

there is significant decreases in volume. This difference, perhaps, could be attributed to the 

specific content contained in the CSR announcement, which was not analyzed in this paper, 

perhaps one potential shortfall of the research. A future study which analyzes the specific 

content of the annual CSR report might offer greater insight into the direction of abnormal 

volumes. 

 The second sample group did not witness a significant reaction in volume around 

the event, which came as a surprise as the null hypothesis could not be rejected. The 

cumulative abnormal volume for days (-1,0) were -8.50%, and for days (+1,+10) were -
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11.34%. The average daily abnormal return over the event window was only -1.66%. 

Similar the group one, the abnormal volume was more prominent in the days after the 

event, but still not at a significant level. These results were a surprise, as I expected either 

both samples to see significant abnormal volume or neither to see significant abnormal 

volume. There are several potential explanations for these findings, which would make a 

strong study in the future. One explanation, as previously mentioned, is that the content of 

these reports has a significant impact on the abnormal volumes. If the second group had 

particularly excellent or particularly terrible information to report, it was not taken into 

consideration in this study. Hall and Rieck (1998) proved in their analysis that the type of 

CSR does impact the volume reactions, and thus might explain the different reactions from 

the two samples. Another possible explanation for these results is that firm size is a factor 

in reactions to CSR information. The information environment might also play into this 

anomaly. The first group consists of very well-known mega cap stocks that are consistently 

in the spotlight on the news and in other sources. The exceptional flow of information for 

this sample might help investors to better react to the CSR reports. Conversely, although 

most stocks in the second sample are large and well-known, there is potentially a less 

efficient information environment relevant to the first group. Investors might be unaware 

of the CSR reports, or uninformed of their contents, and thus are unable to react based off 

of them. These findings support the need for further research, namely to analyze the 

relationship between smaller companies and CSR reports. A sample of smaller companies 

would allow further analysis of the role of the information environment, and also the 

efficient market hypothesis. 
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Implications 

The results of this research offer valuable insight about the importance of annual CSR 

reports for companies, shareholders, and investors in general. For theoretical reasons, this 

research contributes to the ideology that announcing CSR reports does not impact stock prices. 

This has been the subject of much debate, so ideally this information can offer some resolve. 

Although the tests on stock price suggest CSR reports and price are unrelated, the volume study 

for the first sample does offer practical insight. It primarily serves as an indicator that investors 

do notice CSR information, particularly that of large, mainstream companies. For the company 

management, this finding should emphasize the importance of their CSR reporting, and although 

the impacts on stock price may not be distinguishable in an event analysis, they are likely still 

present as they are incorporated into value immediately. The volume studies conducted in this 

research also suggest a potential difference in the information environment of different sized 

companies. For extremely large, mega cap companies in a strong information environment, 

investors might be more sensitive to CSR information, which is valuable knowledge for 

management. Finally, for investors, I had hoped that this study might present a strategy for 

profiting from CSR communications. Even if there is no significant finding in relation to stock 

price, an impact on trading volume is still valuable information.  
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Conclusion 

The purpose of this paper was to determine if annual CSR reports impact stock price or 

trading volume. The presence of CSR has expanded rapidly over the years, to where today it is 

almost an essential aspect of major companies. While CSR is undeniably good for society, some, 

namely Friedman, refute the notion that CSR is a responsibility of a business, stating that the 

only responsibility of a business is to increase the profits of its shareholders. This then poses two 

critical questions: 1) Does CSR increase the wealth of shareholders? And 2) Do Investors care 

about CSR? To help answer the questions in this thesis, we conducted both price and volume 

event studies on the sample groups. These studies were performed in the window of 2 days 

before the report date, and 10 days after.  Based on the results of the stock price event studies, we 

were able to accept the alternate hypothesis- that stock price is not impacted by the release of 

an annual corporate social responsibility report. This finding supports the efficient market 

hypothesis, which says that information is immediately reflected in the intrinsic value of 

the stock. It is also more difficult to detect price impacts in large companies, which may 

have factored into these findings. The results of the volume study were mixed for the two 

different sample groups. The larger group had extremely significant negative volume 

reactions around the report date, a -11.45% average daily abnormal volume. Conversely, 

the smaller sample group had no significant reaction. This suggests that investors do care 

about CSR activities, as seen through trading volumes, and the varying information 

environments may have caused the significantly different reactions. Managers specifically 

should be aware of the results of this research. The implications are that investors respond 

to CSR, even if the price impact could not be detected with an event study. Going forward, 

research with smaller firms, and more specific content would offer interesting findings. 
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