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ABSTRACT

This study aims to examine the effect of environmental, social and governance (ESG) performance on loss
severity and recovery time of non-financial companies in Southeast Asia during the Covid-19 pandemic crisis in
2020-2021. The number of observations in this study is 1010, with 662 companies in 2021 and 348 companies
in 2020. This study uses a quantitative method with secondary data obtained from Refinitiv Eikon Thomson
Reuters. Unbalanced panel data regression analysis was performed using STATA version 17. The results showed
that ESG performance and environmental performance had a positive and significant effect on the severity of
losses and stock recovery during the crisis. Social performance has no effect on the severity of losses and
recovery time during a crisis. Governance performance has no effect on the severity of losses, but has a positive
and significant effect on the stock recovery time during a crisis. These findings indicate that investors in
Southeast Asia have not prioritized the ESG aspect in their investment decisions, and even consider it as a
burden or short-sighted investors. This research recommends to investors to develop investment strategies
based on socially responsible investment and to regulators to develop a better and more detailed framework
related to assessing ESG performance.

Keywords: Environment, Social and Governance (ESG), Stock Loss Severity, Stock Recovery Timing, Covid-19
Pandemic and Southeast Asia

ABSTRAK

Penelitian ini bertujuan untuk menguji pengaruh kinerja lingkungan, sosial, dan tata kelola (ESG) terhadap
tingkat keparahan kerugian dan waktu pemulihan perusahaan non-keuangan di Asia Tenggara selama krisis
pandemi Covid-19 tahun 2020-2021. Jumlah observasi dalam penelitian ini adalah 1010, dengan 662
perusahaan pada tahun 2021 dan 348 perusahaan pada tahun 2020. Penelitian ini menggunakan metode
kuantitatif dengan data sekunder yang diperoleh dari Refinitiv Eikon Thomson Reuters. Analisis regresi data
panel tidak seimbang dilakukan dengan menggunakan STATA versi 17. Hasil penelitian menunjukkan bahwa
kinerja ESG dan kinerja lingkungan berpengaruh positif dan signifikan terhadap tingkat keparahan kerugian
dan pemulihan stok selama krisis. Kinerja sosial tidak berpengaruh pada tingkat keparahan kerugian dan waktu
pemulihan selama krisis. Kinerja tata kelola tidak berpengaruh terhadap tingkat kerugian, tetapi berpengaruh
positif dan signifikan terhadap waktu pemulihan saham saat krisis. Temuan ini menunjukkan bahwa investor
di Asia Tenggara belum memprioritaskan aspek ESG dalam keputusan investasinya, bahkan menganggapnya
sebagai beban atau pandangan investor yang picik. Penelitian ini merekomendasikan kepada investor untuk
mengembangkan strategi investasi berdasarkan investasi yang bertanggung jawab secara sosial dan kepada
regulator untuk mengembangkan kerangka kerja yang lebih baik dan lebih rinci terkait penilaian kinerja LST.
Kata kunci: Environment, Social and Governance (ESG), Stock Loss Severity, Stock Recovery Timing, Pandemi
Covid-19 dan Asia Tenggara

1. Introduction
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The Covid-19 virus showed unexpected surprise and speed of infection, causing companies
to have difficulty responding to the pandemic crisis in a timely manner (Xia et al., 2022) . This also
has an impact on the stock market, which reacts to the previous condition of companies and affects
their ability to survive crises (Sajko et al., 2021) . Chrysnamurti (2020) states that the Covid-19
pandemic has affected the movement of the stock market because there was panic on the stock
exchange, which prompted investors to sell their shares. The Covid-19 prevention policies
implemented by the government also have a direct impact on employees, operating models, supply
chains, sales of products and services which cause stock prices to fall due to the uncertainty that
arises ( Cheema-Fox et al., 2020) .

A decline in the company's share price that is too severe will certainly result in a decline in
the performance of the capital market in a country. This will have an impact on damage to economic
activity, global supply chains, and the level of public confidence in business performance (Cheema-
Fox et al., 2020) . This phenomenon also occurs in capital markets in Southeast Asia, where there
tends to be fluctuations in capital market performance during the 2020-2021 Covid-19 pandemic
crisis (see figure 1). Therefore, it is important for companies to improve their business immune
system and build stability from various shocks so that they can recover as quickly as possible from
the crisis that occurred (Rahman & Bahari, 2022) .

Capital Market Performance in Southeast Asia
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Figure 1. Performane of Stock Market Reference Indices in Southeast Asia for 2020-2021
Source : Alpha (2021) dan Fernando (2021)

The decline in capital market performance in Southeast Asia caused by the Covid-19
pandemic crisis indicated that it had an impact on the stability and flexibility of company shares
(Sajko et al., 2021 and Xia et al., 2022) . The concept of stock stability and flexibility follows the
method from Deslardine et al., (2019); Sajko et al., (2021) and Xia et al., (2022) which explain: (1)
stock stability, namely the ability of a company's stock price to survive despite disturbances and is
proxied by the severity of losses, (2) stock flexibility, namely the ability of stock prices company to
return to normal and proxied by recovery time. These two indicators describe the company's ability
to maintain its core business and recover from a crisis. Smaller losses indicate greater stability of
enterprise systems, which increases their ability to absorb disturbances. Faster recovery indicates
greater flexibility of enterprise systems, which can protect them from ongoing losses ( Deslardine et
al., 2019; Sajko et al., 2021; Xia et al., 2022) .
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The Covid-19 pandemic crisis has hit the capital markets in Southeast Asia, and this
phenomenon of declining performance proves how important it is for companies to have a strong
fundamental drive in recovering their share prices (Rahman & Bahari, 2023) . Scholtens & Sievanen
(2013) explains that companies that focus on sustainable aspects are more likely to be successful in
the long term, because they are better able to manage risk and adapt to changing market conditions.
In line with Giove et al., (2021) which revealed that the negative impact of Covid-19 was less
pronounced for companies with better sustainability performance. Therefore, in the context of
Covid-19, it is very important to review a sustainable development framework that is believed to be
able to make companies strong in facing various long-term global challenges (Munasinghe, 2020) .

One of the sustainability topics that generally refers to a process of making investment
decisions by considering environmental, social, and governance factors is ESG ( Brock , 2023 ) . By
taking into account the ESG factor, the investments made are expected to provide greater benefits
and support sustainable economic and financial activities (Pratama et al., 2022) . The development
of sustainable finance-based investments continues to increase in line with the desire of investors
to be able to play a role in environmental and social care, while still considering the financial
performance of the investments made ( Paulakarin et al., 2020) . Apart from that, this development
is also the response of investors to the trend of countries' concern for environmental, social and
governance aspects.

The adverse effects of the Covid-19 pandemic have hit almost all business sectors, but
several companies have shown resilience in dealing with these pressures. This situation stimulated
the interest of researchers to examine whether ESG-based stock investments were able to show
stronger performance than non-ESG-based traditional investments during the pandemic. Research
conducted by Albuquerque et al., (2020); Barro et al., (2020); Kogak et al., (2022) and Ramelli &
Wagner (2020) found that the pandemic has increasingly highlighted the importance of corporate
sustainability performance as one of the main factors in maintaining the resilience of corporate
stocks to unexpected shocks. Therefore, the ESG aspect is an important focus in evaluating stock
investment amid the Covid-19 pandemic crisis.

Some of the results of previous studies still provide different findings regarding the effect of
ESG aspects on the company's stock performance. Several studies found contradictory results with
previous research, for example Demers et al., (2020) found that ESG performance had no recovery
effect on the company's stock price during the Covid-19 pandemic crisis. Ningwati et al., (2022)
found a negative and significant effect of ESG performance on company market performance proxied
by Tobins'g. In addition, research by Spirova et al.,, (2023) shows a negative effect of ESG
performance and social performance on stock returns . Similar findings were found by Torre et al.,
(2020) , Qodary & Tambun (2021) and Grahovac & Ovuk (2022) who found that the company's
commitment to ESG aspects has no effect on the company's stock performance.

Based on the explanation above, the authors found several gaps from previous studies,
namely: (1) previous studies still focused on the effect of ESG aspects on stock performance proxied
by Tobin's Q or stock returns , but have not reached a definite conclusion, (2) limited research about
the role of sustainability performance or ESG on stock stability and flexibility during the Covid-19
pandemic crisis (Demers et al., 2020; Sajko et al., 2021; D. Zhou & Zhou 2022) . So it is interesting to
analyze in order to get a broader picture of the application of ESG in Southeast Asia and its effect on
the company's stock performance. It is hoped that the results of this research can contribute to the
literature on the topic of sustainability regarding the role of ESG performance and the performance
of ESG components (environmental, social and governance) on loss severity and stock recovery time
during the Covid-19 pandemic crisis in Southeast Asia.
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2. Literature Review and Hypothesis Development

The first theory used in this study is the signal theory. this theory explains that companies
use signals to inform investors about their quality and future prospects (Fahmi, 2012) . In the context
of ESG performance, companies that are good at environmental, social and governance can use
these signals to communicate their commitment to sustainability and responsible business practices,
and differentiate themselves from companies that are less sustainable (Sumunar & Djakman, 2020)
. With this signal, information asymmetry is expected to decrease, and stakeholders can use ESG
information in making decisions about the company. The hope is that ESG disclosures will provide
positive feedback to investors, so that they can evaluate the risks associated with the company's
prospects (Meng-tao et al., 2023) . This, in turn, can increase investor confidence and a higher
company stock valuation.

The second theory is the Socially Responsible Investment theory . This theory shows that
investors can have a positive impact on society and the environment while still achieving financial
returns ( Lowry, 1991) . This can be achieved through environmental, social and governance (ESG)
investments, which consider the company's performance in these three areas when making
investment decisions ( Paulakarin et al., 2020) . Investors will choose companies that meet strict ESG
criteria, reflecting the company's commitment to sustainable and socially responsible business
practices. Investor demand for socially responsible investment is increasing, this encourages
companies to engage in ESG activities to strengthen stakeholder engagement and achieve long-term
competitive advantages (Nguyen et al., 2022) .

SRI literature explains that during the Covid-19 pandemic crisis, companies that have
prioritized environmental, social and governance aspects are better prepared to face economic
uncertainty (Harabida et al., 2022) . They tend to diversify their supply chains, invest in employee
well-being, and maintain strong relationships with stakeholders (Ortiz-de-Mandojana & Bansal,
2016) . When the market decline caused by the pandemic crisis has increased risk and destroyed
investors' expected returns (Vuong et al., 2022). Investors who prioritize investing in ESG stocks
recognize the resilience of these companies and continue to invest in them even during the
pandemic crisis (Cardillo et al., 2023) . The increased demand for ESG shares helps them to remain
stable and allows them to recover faster than their competitors (Tett et al., 2020) .

Hla = "The company's ESG performance has a negative and significant effect on the severity of

stock losses during the Covid-19 pandemic crisis"

Hilb = "The company's ESG performance has a negative and significant effect on stock recovery

time during the Covid-19 pandemic crisis"

H2a = "Company environmental performance has a negative and significant effect on the severity

of stock losses during the Covid-19 pandemic crisis"

H2b = "Company environmental performance has a negative and significant effect on stock

recovery time during the Covid-19 pandemic crisis"

H3a = "Company social performance has a negative and significant effect on the severity of stock

losses during the Covid-19 pandemic crisis"

H3b = "Company social performance has a negative and significant effect on stock recovery time

during the Covid-19 pandemic crisis"

H4a = "The performance of corporate governance has a negative and significant effect on the

severity of stock losses during the Covid-19 pandemic crisis"
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H4b = "The performance of corporate governance has a negative and significant effect on the
recovery time of stocks during the Covid-19 pandemic crisis"

3. Methodology

The research design includes explanatory research with a quantitative approach, namely
research designed to identify the effect of ESG performance and the performance of ESG
components ( environmental, social and governance ) on the severity of stock losses and stock
recovery time during the Covid-19 pandemic crisis in the Southeast Asian region by see the
movement of the company's stock price. The population of this study is all non-financial sector public
companies listed on each of the Southeast Asian member countries' stock exchanges. The research
sample was taken using purposive sampling , namely based on certain criteria according to the
subjective assessment of the researcher. The criteria that the authors use in this study include:

Table 1. Purposive Sampling Criteria

Criteria 2021 2020

All public companies in the non-financial sector are listed on the Stock Exchange of

each country in Southeast Asia based on the Refinitiv Eikon Datastream 4846 4846
minus :

Companies that do not have an ESG score by Refinitiv Eikon (4175) (4494)
Companigs that do not have complete data regarding closing stock prices during the (1) (0)
study period.

Companies that do not have complete data regarding control variables (8) (4)
Final number of samples 662 348

Table 1 shows that the sample in this study is a company that has received an ESG score
from the Refinitive Eikon Datastream from 2020-2021. Based on the purposive sampling method ,
the number of samples for the two research models was obtained as many as 101 observations with
details; 43 companies for 2020 and 58 companies for 2021. Unbalanced panel data regression
analysis was carried out using STATA version 17. There are 4 research models used, namely:

Model 1:

This research model aims to test hypothesis 1a, which shows the effect of the overall ESG

performance variable on the severity of stock losses as shown in equation 1.
SLix = B1+B2ESG it+ B3UP it+ B2ROA i+ ety
Model 2 :

This research model aims to test hypothesis 1b, which shows the effect of the overall ESG

performance variable on stock recovery time as shown in equation 2.
RT i = B1+P2ESGit+ P3UPit+ BaROA i1+ € it
Model 3 :

This research model aims to test hypothesis 2a, hypothesis 3a and hypothesis 4a which
respectively show the influence of environmental performance, social performance and governance
performance variables on the severity of stock losses as shown in equation 3.

SL it = Bl+ Bz ENV ittt Bg SOC it+ [34 GOV it+ Bs UpP ittt Bs ROA itt €it(3)
Model 4 :

This research model aims to test hypothesis 2b, hypothesis 3b and hypothesis 4b which
respectively show the effect of the variables of environmental performance, social performance and
governance performance on stock recovery time as shown in equation 4.

RT it = Bl+ Bz ENV ittt Bg SOC it+ [34 GOV ittt Bs UpP ittt Bs ROA ittt €t
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Severity of decline in company stock i, in period t

Recovery time for company i stock, in period t
= Company environmental performance i, in period t
= Corporate social performance i, in period t
= Corporate governance performance i, in period t
= Company Size i, in period t
= Return on company assets i, in period t
= Regression coefficient
= Error term

Operationalization of Research Variables will be presented in table 2
Table 2. Operationalization of Research Variables

Variables definition Measurements Resources
Dependen Loss Severity The maximum DesJardine et al.,
t Variable share price (2019); Sajko et

reduction loss lowest stock price — stock price at 31 Desember 1 al., (2021) and Xia
suffered by a - ( stock price 31 Desember ) - etal, (2022)
company during a
crisis.
Recovery The amount of = Z(number of stock recovery days)
Time time it takes for a
company's  stock
price to return to
normal.
Independ ESG ESG performance  ESG performance is measured using the ESG score from Refinitiv Eikon (Eikon, 2023)
ent performance refers to the  which is designed in a transparent and objective manner to measure
Variable measurement and  the company's relative ESG performance, commitment and
assessment of  effectiveness in 10 main themes (emissions, environmental product
environmental, innovation, human rights, shareholders, etc.) publicly reported.
social and
corporate
governance
practices.
Environment Measure the  Environmental performance is measured using the environmental pillar

al company's impact  score from Refinitiv Eikon which consists of three assessment category
Performance on both non-living  scores, namely resource use , emission , and innovation.

environmental

systems (soil,

water and air) as

well as the living

environment and

complete

ecosystems.
Social Measures a  Social performance is measured using the social pillar score from
Performance company's Refinitiv Eikon which consists of four scoring category scores namely

capacity to  workforce , human rights , product responsibility , and community .

generate trust and

loyalty from its

workforce,

customers and

society, through

the use of best

management

practices.
Governance Measuring Governance performance is measured using the governance pillar score
Performance systems and  from Refinitiv Eikon which consists of three assessment category scores,

procedures within ~ namely management, stakeholders, and CSR Strategy .

the company

related to

company

management and

supervision
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Control ROA

Variables

An indicator = Net income after tax devided by total assets
capable of
revealing a

company's ability
to generate profits
as a consequence
of productive use
of resources and
efficient
management.

Al Amosh &
Khatib (2023) ;
Giakoumelou et

al,, (2022) ; Adlah

& Febrianto,

(2023) ; Suri et al.,
(2023)

Company
Size

The scale that
classifies the size
of the company by
market
capitalization
value. Market
capitalization can
provide a signal
that the company
is well known to
the public.

= Natural logarithm (total assets)

4. Results and Discussion

After the classical assumption test is fulfilled, this section will present the results of the
regression analysis for the four research models, which use the random effect model regression
method with robust standard errors. Based on the results of the regression analysis test, the
coefficient and significance values for each independent variable are obtained as shown in table 2.

Table 2. Results of the Random Effect Model Regression Test

Dsgﬁgsl‘:‘t sL RT sL RT
Variable Model 1 Model 2 Model 3 Model 4
Constant -1.152054 48.26712 -1.077241 49.47566
(0.000)** (0.000)** (0.000)** (0.000)**
ESG 0.0020267 0.0794236
(0.000)** (0.014)**
ENV 0.0012696 0.0667053
(0.019)** (0.065)*
SOC 0.0005021 -0.0336989
(0.433) (0.445)
GOV 0.0002737 0.0550246
(0.551) (0.045)**
upP -0.0078299 -1.42415 -0.0101154 -1.461917
(0.183) (0.000)** (0.093)* (0.000)**
ROA -0.4065902 -3.173744 -0.3906368 -2.956468
(0.000)** (0.285) (0.000)** (0.34)

Robust standard errors in parantheses

**p < 0.05; *p<0.1

Effect of ESG performance on Loss Severity and Stock Recovery Time
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Based on table 2, model 1 shows that ESG performance has a positive and significant effect
on the severity of stock losses (coefficient 0.0020267; sig <5%). Model 2 shows that ESG performance
has a positive and significant effect on stock recovery time (coefficient 0.0794236; sig < 5%). This
study reveals that the better the company's ESG performance, the greater the severity of losses and
the recovery time of the company's stock. This finding is not in line with the SRI theory and signal
theory which are the basis of this research. This indicates that investors did not use the SRI theory
(incorporating ESG criteria) in their investment decisions during the Covid-19 pandemic crisis. This
finding is also not in line with signal theory, because investors perceive ESG performance as a bad
signal, because companies will experience increased costs or reduced revenues during the Covid-19
pandemic crisis (Damodaran, 2021). This will be responded badly by investors and avoid these ESG
stocks, resulting in decreased demand for ESG shares and impact on excessive stock price declines
and have a greater recovery time.

This shows that investors in Southeast Asia are short-sighted and prioritize returns over
dividends, because ESG will create value for shareholders in the long term (Zumente & Bistrova,
2021) , so that during a crisis that causes short-term market volatility, ESG performance unable to
stabilize stock price fluctuations and recover the company's stock price in a short time. This is
supported by the results of research from Giakoumelou et al., (2022) which explains that in a state
of panic (the Covid-19 pandemic) and high uncertainty it is likely that investors will only focus on the
company's financial condition, so the ESG aspect is not an aspect that must be considered.
considered immediately. Several previous studies have also confirmed this finding, such as Ningwati
et al., (2022) found a negative and significant effect of ESG performance on company market
performance proxied by Tobins'q. In addition, research by Spirova et al., (2023) shows a significant
negative effect of ESG performance on stock returns . Folger-Laronde et al., (2020) also found that
companies with higher ESG performance do not protect investments from severe losses during
market downturns.

Effect of Environmental performance on Loss Severity and Stock Recovery Time

Based on table 2, model 3 shows that environmental performance has a positive and
significant effect on the severity of stock losses (coefficient 0.0012696; sig <5%). Model 4 shows that
environmental performance has a positive and significant effect on stock recovery time (coefficient
0.0667053; sig <10%). This research reveals that the better the company's environmental
performance, the greater the severity of losses and the recovery time of the company's stock. This
finding is not in line with the SRI theory and signal theory which are the basis of this research. This
indicates that investors did not use the SRI theory (include environmental performance criteria) in
their investment decisions during the Covid-19 pandemic crisis. This finding is also not in line with
signal theory, because investors perceive environmental performance as a bad signal, because
companies will experience increased costs or reduced revenues during the Covid-19 pandemic crisis
(Setyahuni & Widiar, 2022). This will be responded badly by investors and avoid stocks with good
environmental performance, which results in decreased demand for these stocks and results in an
excessive decline in share prices and has a greater recovery time.

There are several reasons that can explain this, namely environmental aspects were not as
badly affected as economic aspects during the Covid-19 pandemic crisis (Hammad et al., 2023) and
the adoption of good environmental performance by companies did not always provide significant
results in a short time (Wang et al., 2014) . Therefore, investors tend to dislike companies that focus
too much on environmental performance during the Covid-19 pandemic crisis. Several previous
studies have also confirmed these findings, such as Bahari (2023) found that environmental
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performance had a negative effect on the resilience of company stocks during the first and second
waves of the Covid-19 pandemic in Southeast Asia . Castro et al., (2021) also found that
environmental performance will reduce company stock prices during the Covid-19 pandemic crisis.
Ye & Bai (2021) in his study also found that corporate environmental performance has a negative
and significant relationship with the level of stock liquidity in companies that have high
environmental performance ratings.

Effect of Social Performance on Loss Severity and Stock Recovery Time

Based on table 2, model 3 shows that social performance has a positive and insignificant effect
on the severity of stock losses (coefficient 0.0005021; sig > 10%). Model 4 shows that social
performance has a negative and insignificant effect on stock recovery time (coefficient -0.0336989;
sig > 10%). This study reveals that the better the environmental performance of a company, the
greater or lesser the severity of losses and the recovery time of stocks. This finding is not in line with
the SRI theory and signal theory which are the basis of this study. This indicates that investors did
not use the SRI theory (incorporating social performance criteria) in their investment decisions
during the Covid-19 pandemic crisis. This finding is also not in line with signal theory, because
investors face difficulties in capturing signals from corporate social performance in the midst of
competition for all companies to improve their social performance during a crisis (Mahmud et al.,
2021). Therefore, investors do not take social performance into consideration in choosing an
investment. So that the company's social performance has no significant effect on the severity of
losses and the recovery time of shares during the Covid-19 pandemic crisis.

During the Covid-19 pandemic crisis, investors and shareholders may focus more on factors
such as financial sustainability, adaptive business strategies and risk management policies adopted
by companies. (Kapsah & Kusumanigtyas, 2023) . This can cause the company's social performance
to be a factor that is not considered in their assessment of stock price stability and stock recovery
time. Then the results of social performance may take longer to be seen in the company's stock price
(Jaoetal., 2023) . For example, a company's efforts to build a good reputation in terms of social and
environmental responsibility can affect investors' and shareholders' perceptions in the long term.
Therefore, in a short crisis situation such as the Covid-19 pandemic, the direct impact of a company's
social performance may not be so obvious. Several previous studies such as Febriani et al., (2022),
Handayani & Haryati (2023), Shafira & Hermi (2022) and Syarif & Maulana (2022) also confirmed the
results of this study. They found that the company's social performance has no effect on stock
performance as a proxy for stock return .

The Effect of Governance on Loss Severity and Stock Recovery Time

Based on table 2, model 3 shows that social performance has a positive and insignificant
effect on the severity of stock losses (coefficient 0.0002737; sig > 10%). Model 4 shows that social
performance has a positive and significant effect on stock recovery time (coefficient 0.0550246; sig
< 5%). This research reveals that even though the performance of corporate governance is getting
better, the severity of stock losses is not getting bigger or smaller, on the other hand the company's
stock recovery time will be bigger during the Covid-19 pandemic crisis. This finding is not in line with
the SRI theory and signal theory which are the basis of this study. This indicates that investors did
not use the SRI theory (incorporating governance performance criteria) in their investment decisions
during the Covid-19 pandemic crisis. This finding is also not in line with signal theory, because
investors consider companies with good governance to have a more conservative and slower
decision-making process (Bhayani, 2014). In times of crisis, where speed of response is critical, slow
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decision-making processes can slow stock price recovery. Because investors do not take governance
performance into consideration in choosing investments.

These findings indicate that companies with better governance tend to be more careful in
making investment decisions ( Bhayani, 2014) and prioritize long-term financial stability during the
Covid-19 pandemic crisis (Hsu & Liao, 2022). In crisis situations such as the Covid-19 pandemic, these
companies tend not to make investment decisions to recover their stock prices because of the high
level of risk. Instead, they focus more on maintaining financial stability in the long term. So this policy
had a negative impact on the recovery time of stock prices during the Covid-19 pandemic crisis.
Several previous studies also confirmed this finding, such as Hsu & Liao (2022) found that the
performance of good corporate governance had a negative and significant effect on stock returns
during the Covid-19 pandemic crisis. In line with Hafidzi (2021) , he also found that the performance
of corporate governance had a negative and significant effect on stock returns . Furthermore, Batae
et al., (2020) explained that the quality of corporate governance has a negative contribution to
market valuation.

5. Conclusion

The conclusion of this study shows that the company's ESG performance and environmental
performance have a positive and significant influence on the severity of losses and stock recovery
time. Social performance has no significant effect on loss severity and stock recovery time.
Governance performance has no significant effect on loss severity. On the other hand, governance
performance has a positive and significant effect on recovery time. In the context of the Covid-19
pandemic crisis, companies need to carefully consider implementing good ESG performance
practices. Although good ESG performance has long-term benefits for the company, it can have a
positive impact on the severity of losses and the recovery time for stock prices during a crisis.
Companies need to take into account the risks and special circumstances that may arise during a
crisis and take appropriate measures to maintain the stability and flexibility of share prices.

This study has limitations, namely (1) the application of ESG as reflected in the ESG score
has not been fully implemented by companies in Southeast Asia. This is reflected in the small number
of companies that have ESG scores from ESG rating providers, (2) Practices and scoring of ESG that
are not yet international standard are one of the factors that limit research in the field of ESG, and
(3) external factors such as macroeconomics , government policies, investor sentiment and
unforeseen events can affect the stability and recovery of stocks during the Covid-19 pandemic. This
study does not take into account these external factors that may affect the results of the study.

The results of this study also provide recommendations to investors to use investment
strategies based on socially responsible investment (incorporating ESG considerations in considering
investment decisions). Then regulators such as the International Sustainability Standard Board (ISSB)
to standardize ESG performance measurements and the obligation to disclose ESG performance in
the company's annual report. It is recommended for companies to continue to carry out continuous
improvements related to ESG aspects. Finally, future researchers can carry out a regional
comparative analysis between countries or a comparative analysis between types of industries to
find out which regions or types of industries have felt the most negative impact from the Covid-19
pandemic.

Referency:

Adlah, A., & Febrianto, R. (2023). The Impact Of Environmental, Social And Governance On Corporate
Value: The Role Of Real Earning Management As Moderating Variable. 08(01), 76—90.

4633



Rahman Dan Bahari, (2023) MSEJ, 4(4) 2023: 4624-4638

https://doi.org/10.32424/1.sar.2023.8.1.8270

Al Amosh, H., & Khatib, S. F. A. (2023). ESG performance in the time of COVID-19 pandemic: cross-
country evidence. Environmental Science and Pollution Research, 39978-39993.
https://doi.org/10.1007/s11356-022-25050-w

Albuquerque, R., Koskinen, Y., Yang, S., & Zhang, C. (2020). Resiliency of environmental and social
stocks: An analysis of the exogenous COVID-19 market crash. Review of Corporate Finance
Studies, 9(3), 593—621. https://doi.org/10.1093/rcfs/cfaa011

Alpha, B. (2021). Kinerja IHSG Tertinggi Se-Asean, Seberapa Lama Bisa Bertahan?
https://bigalpha.id/news/kinerja-ihsg-tertinggi-se-asean-seberapa-lama-bisa-bertahan

Alsahlawi, A. M., Chebbi, K., & Ammer, M. A. (2021). The Impact of Environmental Sustainability
Disclosure on Stock Return of Saudi Listed Firms: The Moderating Role of Financial
Constraints. International Journal of Financial Studies. https://doi.org/10.3390/ijfs9010004

Bahari, A. (2023). Corporate Social Responsibility Dan Ketahanan Perusahaan Dalam Menghadapi
Pandemik Di  Asia  Tenggara. Jurnal Akademi  Akuntansi, 6(1), 1-19.
https://doi.org/10.22219/jaa.v6i1.21994

Barro, R. J,, Ursua, J. F., & Weng, J. (2020). The Coronavirus And The Great Influenza Pandemic :
Lessons From The “Spanish Flu” For The Coronavirus’s Potential Effects On Mortality And
Economic Activity. NBER Working Paper Series, March, 1-27.

Batae, O. M., Dragomir, V. D., & Feleaga, L. (2020). Environmental, Social, Governance (ESG), and
Financial Performance of European Banks. Journal of Accounting and Management
Information Systems. https://doi.org/10.24818/jamis.2020.03003

Bhayani, S. (2014). Corporate governance and firm performance. Accounting, XLVI(2).
https://www.researchgate.net/publication/345760014_14 CORPORATE_GOVERNANCE_AN
D_FIRM_PERFORMANCE_A_LITERATURE_REVIEW

Brock, T. (2023). What Is Environmental, Social, and Governance (ESG) Investing? Investopedia.
https://www.investopedia.com/terms/e/environmental-social-and-governance-esg-
criteria.asp#toc-esg-criteria

Cardillo, G., Bendinelli, E., & Torluccio, G. (2023). COVID-19, ESG investing, and the resilience of more
sustainable stocks: Evidence from European firms. Business Strategy and the Environment,
32(1), 602-623. https://doi.org/10.1002/bse.3163

Castro, P., Gutiérrez-Lépez, C., Tascon, M. T., & Castano, F. J. (2021). The impact of environmental
performance on stock prices in the green and innovative context. Journal of Cleaner
Production, 320. https://doi.org/10.1016/j.jclepro.2021.128868

Cheema-Fox, A., LaPerla, B. R., Serafeim, G., & Wang, H. (2020). Corporate Resilience and Response
During COVID-19. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.3578167

Chrysnamurti, E. (2020). Setahun Corona di Indonesia, Pasang Surut IHSG dan Generasi Baru Investor
Saham. Bisnis.Com. https://market.bisnis.com/read/20210302/7/1362610/setahun-corona-
di-indonesia-pasang-surut-ihsg-dan-generasi-baru-investor-saham

Damodaran, A. (2021). The ESG Movement: The “Goodness” Gravy Train Rolls On!
https://aswathdamodaran.blogspot.com/2021/09/the-esg-movement-goodness-gravy-

train.html
Demers, E., Hendrikse, J., Joos, P., & Lev, B. (2020). ESG Didn’t Immunize Stocks Against the Covid-
19 Market Crash. SSRN Electronic Journal.

https://coller.tau.ac.il/sites/coller.tau.ac.il/files/media_server/Recanati/management/semi
nars/account/2021/DHJL_August31st.pdf
Deslardine, M., Bansal, P., & Yang, Y. (2019). Bouncing Back: Building Resilience Through Social and

4634



Rahman Dan Bahari, (2023) MSEJ, 4(4) 2023: 4624-4638

Environmental Practices in the Context of the 2008 Global Financial Crisis. Journal of
Management, 45(4), 1434—1460. https://doi.org/10.1177/0149206317708854

Duque-Grisales, E., Grisales, E. A. D., & Aguilera-Caracuel, J. (2019). Environmental, Social and
Governance (ESG) Scores and Financial Performance of Multilatinas: Moderating Effects of
Geographic International Diversification and Financial Slack. Journal of Business Ethics.
https://doi.org/10.1007/s10551-019-04177-w

Eikon, R. (2023). Refinitiv Eikon. Thomson Reuters. https://apacl-
apps.platform.refinitiv.com/web/?eikonwelcome&

Fahmi, I. (2012). Analisis Laporan Keuangan. Alfabeta.

Febriani, N., Hayat, A., Sadikin, A., & Juwita, R. (2022). SUSTAINABLE GROWTH RATE DALAM
MEMPENGARUHI RETURN SAHAM DENGAN COVID-19 DAN SUSTAINABILITY REPORT
SEBAGAI VARIABEL MODERASI. Junrla limiah MEA (Manajemen, Ekonomi, Dan Akuntansi),
6(3), 352-367.

Fernando, A. (2021). IHSG Kalah dari Bursa Vietnam & Thailand, Nomor 4 di ASEAN. CNBC Indonesia.
https://www.cnbcindonesia.com/market/20211231115909-17-303525/ihsg-kalah-dari-
bursa-vietnam-thailand-nomor-4-di-asean

Folger-laronde, Z., Pashang, S., Feor, L., Elalfy, A., & Folger-laronde, Z. (2020). ESG ratings and
financial performance of exchange-traded funds during the COVID-19 pandemic funds during
the COVID-19 pandemic. Journal of Sustainable Finance &  Investment.
https://doi.org/10.1080/20430795.2020.1782814

Giakoumelou, A., Salvi, A., Bertinetti, G. S., & Micheli, A. P. (2022). 2008’s Mistrust vs 2020’s Panic:
Can ESG Hold Your Institutional Investors? Management Decision.
https://doi.org/10.1108/md-12-2021-1669

Giove, S., Angelova, D., Bosello, F., & Bigano, A. (2021). Sovereign Rating Methodologies, ESG and
Climate Change Risk: An Overview. SSRN Electronic Journal.
https://doi.org/10.2139/ssrn.3841948

Grahovac, A., & Ovuk, K. (2022). The Effects of ESG Scores on Stock Performance-A study of the risk-
adjusted performance on European stocks. UPPSALA UNIVERSITET. https://www.diva-
portal.org/smash/get/diva2:1693140/FULLTEXTO1.pdf

Hafidzi, A. H. (2021). The Effect of GCG on Stock Returns through the Performance of Manufacturing
Companies During the Covid 19 Pandemic. /OSR, 23(1), 46-51. https://doi.org/10.9790/487X-
2301044651

Hammad, H. M., Nauman, H. M. F., Abbas, F., Jawad, R., Farhad, W., Shahid, M., Bakhat, H. F.,
Farooque, A. A., Mubeen, M., Fahad, S., & Cerda, A. (2023). Impacts of COVID-19 pandemic
on environment, society, and food security. Environmental Science and Pollution Research,
0123456789. https://doi.org/10.1007/s11356-023-25714-1

Handayani, T. F., & Haryati, T. (2023). LAPORAN KEBERLANJUTAN DAN PROFITABILITAS TERHADAP
RETURN SAHAM DENGAN NILAI PERUSAHAAN SEBAGAI VARIABEL MODERASI. Journal of
Management and Business, 5(1), 298-311. https://doi.org/10.31539/jomb.v5i1.5861

Harabida, M., Radi, B., & Gueyie, J.-P. (2022). Socially Responsible Investment During the COVID-19
Pandemic: Evidence From Morocco, Egypt and Turkey. International Journal of Economics and
Finance. https://doi.org/10.5539/ijef.v14n4p65

Hsu, Y. L., & Liao, L. K. (Connie). (2022). Corporate governance and stock performance: The case of
COVID-19 crisis. Journal of Accounting and Public Policy, 41(4), 106920.
https://doi.org/10.1016/].jaccpubpol.2021.106920

Jao, R, Ng, S., Holly, A, Rotty, M. A., & Agustuty, L. (2023). Peran Corporate Social Responsibility

4635



Rahman Dan Bahari, (2023) MSEJ, 4(4) 2023: 4624-4638

dalam Meningkatkan Reputasi Perusahaan serta Dampaknya Terhadap Stock Return. Jurnal
Akuntansi Dan Keuangan, 8(1), 14-29.
http://jak.uho.ac.id/index.php/journal/article/view/26/32

Kapsah, & Kusumanigtyas, D. D. (2023). Dampak Covid-19 Terhadap Preferensi Investasi Investor
Ritel. 3(1), 67-82.
https://journal.stiestekom.ac.id/index.php/mifortekh/article/download/319/286

Kocgak, E., Bulut, U., & Menegaki, A. N. (2022). The resilience of green firms in the twirl of COVID-19:
Evidence from S&P500 Carbon Efficiency Index with a Fourier approach. Business Strategy
and the Environment, 31(1), 32—45. https://doi.org/10.1002/bse.2872

Kurniaty, S., Ragil Handayani, S., & Mangesti Rahayu, S. (2019). Stock return and financial
performance as moderation variable in influence of good corporate governance towards
corporate value. 4(1), 18-34. https://doi.org/10.1108/AJAR-07-2018-0021

Lowry, R. P. (1991). Good Money: A Guide to Profitable Social Investing in the 90s (1st ed.). W W
Norton & Co Inc.

Mahmud, A., Ding, D., & Hasan, M. M. (2021). Corporate Social Responsibility: Business Responses
to Coronavirus (CovID-19) Pandemic. SAGE Open, 11(12).
https://doi.org/10.1177/2158244020988710

Meng-tao, C., Da-peng, Y., Wei-qi, Z., & Qi-jun, W. (2023). How Does ESG Disclosure Improve Stock
Liquidity for Enterprises — Empirical Evidence From China. Environmental Impact Assessment
Review. https://doi.org/10.1016/j.eiar.2022.106926

Munasinghe, M. (2020). COVID-19 and Sustainable Development. International Journal of
Sustainable Development, 23((1-2)), 1-24. https://doi.org/10.1504/1)SD.2020.10034408

Nguyen, D. T., Hoang, T. G., & Tran, H. G. (2022). Help or Hurt? The Impact of ESG on Firm
Performance in S&amp;P 500 Non-Financial Firms. Australasian Accounting Business and
Finance Journal. https://doi.org/10.14453/aabfj.v16i2.7

Ningwati, G., Septiyanti, R., & Desriani, N. (2022). Pengaruh Environment, Social and Governance
Disclosure terhadap Kinerja Perusahaan. Goodwood Akuntansi Dan Auditing Reviu, 1(1), 67—
78. https://doi.org/10.35912/gaar.v1i1.1500

Ortiz-de-Mandojana, N., & Bansal, P. (2016). The long-term benefits of organizational resilience
through sustainable business practices. Strategic Management Journal, 37, 1615-1631.

Paulakarin, M., Efni, Y., & Haryetti, H. (2020). Pengaruh Socially Responsible Investment Terhadap
Kinerja Keuangan Pada Perusahaan Manufaktur Sektor Industri Barang Konsumsi Yang
Terdaftar Di BElI  Periode 2014-2018. Bahtera Inovasi, 3(2), 150-162.
https://doi.org/10.31629/bi.v3i2.3332

Pratama, A., Jaenudin, E.,, & Anas, S. (2022). Environmental, Social, Governance-Sustainability
Disclosure Using International Financial Reporting Sustainability Standards S1 in Southeast
Asian Companies: A Preliminary Assessment. International Journal of Energy Economics and
Policy, 12(6), 456—472. https://doi.org/10.32479/ijeep.13581

Qodary, H. F., & Tambun, S. (2021). PENGARUH ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) DAN
RETENTION RATIO TERHADAP RETURN SAHAM DENGAN NILAI PERUSAHAAN SEBAGAI
VARIABEL MODERATING. 1(2), 159—172. https://doi.org/10.53625/juremi.v1i2.266

Rahman, K., & Bahari, A. (2022). FACTORS AFFECTING THE LEVEL OF CORPORATE RESILIENCE AS THE
IMPACT OF THE COVID-19 PANDEMIC IN INDONESIA. Jurnal Riset Akuntansi Dan Keuangan
Indonesia, 7(3), 321-336. https://doi.org/10.23917/reaksi.v7i3.19741

Rahman, K., & Bahari, A. (2023). CORPORATE GOVERNANCE,CORPORATE SOCIAL RESPONSIBILITY
DAN KETAHANAN PERUSAHAAN DI INDONESIA. 4(1), 165-178.

4636



Rahman Dan Bahari, (2023) MSEJ, 4(4) 2023: 4624-4638

https://doi.org/10.31258/current.4.1.165-178

Ramelli, S., & Wagner, A. F. (2020). Feverish stock price reactions to COVID-19. Review of Corporate
Finance Studies, 9(3), 622—655. https://doi.org/10.1093/rcfs/cfaa012

Sajko, M., Boone, C., & Buyl, T. (2021). CEO Greed , Corporate Social Responsibility , and
Organizational Resilience to Systemic Shocks. Journal of Man, 47(4), 957-992.
https://doi.org/10.1177/0149206320902528

Scholtens, B., & Sievdnen, R. (2013). Drivers of Socially Responsible Investing: A Case Study of Four
Nordic Countries. Journal of Business Ethics, 115(3), 605—616.
https://doi.org/10.1007/s10551-012-1410-7

Setyahuni, S. W., & Widiar, R. W. |. (2022). Dampak pandemi covid-19 pada CSR spending
perusahaan go public di Indonesia: studi pada perusahaan yang terdaftar di BEIl. Jurnal
Ekonomi Bisnis, Manajemen Dan Akuntansi (JEBMA), 2(1), 38-48.
https://doi.org/10.47709/jebma.v2i1.1359

Shafira, M., & Hermi. (2022). Pengaruh Kinerja Lingkungan, Pengungkapan Sustainability Reporting,
Earnings Management, Dan Sentimen Investor Terhadap Return Saham. Jurnal Ekonomi
Trisakti, 2(2), 615—630. https://doi.org/10.25105/jet.v2i2.14490 e-ISSN

Spirova, T., Spierdijk, L., & Svetlova, E. (2023). ESG scores and stock price returns: How do ESG scores
impact stock price returns in the Netherlands Examiners. UNIVERSITY OF TWENTE.
http://essay.utwente.nl/94564/1/Spirova_ MA_BMS.pdf

Sumunar, K. I., & Djakman, C. D. (2020). Ceo Overconfidence, Esg Disclosure, and Firm Risk. Jurnal
Akuntansi Dan Keuangan Indonesia, 17(1). https://doi.org/10.21002/jaki.2020.01

Suri, A. G., Febrianto, R., & Widiastuty, E. (2023). Pengaruh Proporsi Wanita pada Dewan Komisaris
dan Direksi serta Kualitas Auditor terhadap Manajemen Laba Riil The Effect of the Proportion
of Women on the Board of Com- missioners and Directors and the Quality of Auditors on Real
Earnings Management. 19(1), 1-12. https://doi.org/10.21107/infestasi.v19il

Syarif, A., & Maulana, B. (2022). Pengaruh Kinerja Keuangan dan Kinerja Non-Keuangan Terhadap
Return Saham Perusahaan Perkebunan di Indonesia. Journal of Trends Economics and
Accounting Research, 3(2), 84-93. https://doi.org/10.47065/jtear.v3i2.244

Tett, G., Nauman, B., Temple-West, P., & Edgecliffe-Johnson, A. (2020). ESG shines in the crash; legal
milestone for ratings. Financial Times. https://www.ft.com/content/dd47aae8-ce25-43ea-
8352-814cad4174e3

Torre, M. La, Mango, F., Cafaro, A., & Leo, S. (2020). Does the ESG index affect stock return? Evidence
from the Eurostoxx50. Sustainability (Switzerland), 12(16).
https://doi.org/10.3390/SU12166387

Wang, D., Li, S., & Sueyoshi, T. (2014). DEA environmental assessment on U.S. Industrial sectors:
Investment for improvement in operational and environmental performance to attain
corporate sustainability. Energy Economics, 45, 254-267.
https://doi.org/https://doi.org/10.1016/j.eneco.2014.07.009

Xia, Y., Qiao, Z., & Xie, G. (2022). Corporate resilience to the COVID-19 pandemic : The role of digital
finance. Pacific-Basin Finance Journal, 74(June), 101791.
https://doi.org/10.1016/j.pacfin.2022.101791

Ye, J., & Bai, S. (2021). Can firm environmental performance affect stock liquidity: Evidence from
Chinese A share market. E3S Web of Conferences, 275, 275-278.
https://doi.org/10.1051/e3sconf/202127501033

Zhou, D., & Zhou, R. (2022). Esg performance and stock price volatility in public health crisis:
Evidence from covid-19 pandemic. International Journal of Environmental Research and

4637



Rahman Dan Bahari, (2023) MSEJ, 4(4) 2023: 4624-4638

Public Health, 19(1). https://doi.org/10.3390/ijerph19010202

Zumente, |., & Bistrova, J. (2021). ESG Importance for Long-Term Shareholder Value Creation:
Literature vs. Practice. Journal of Open Innovation Technology Market and Complexity, 7(127).
https://doi.org/10.3390/joitmc7020127

4638



