
1 
 

                                                                 November 8, 2024 - cascad#381 

 

Execution Report 

Title: ESG news, future cash flows, and firm value 
Authors: Francois Derrien, Philipp Krueger, Augustin Landier  

& Tianhao Yao 

 

 

Full reference: Derrien et al.  "ESG news, future cash flows, and firm value" Working paper, 

November 6, 2024. 

The structure and contents of this execution report provided by cascad for the certification are 

similar to those recommended by the AEA Data Editor. 

 

1. DATA DESCRIPTION  

 

This study mostly uses ESG data from RepRisk to study the expected consequences of negative ESG 
news on firms’ future profits. This dataset is supplemented with monthly analyst consensus forecasts 
from the Institutional Brokers Estimate System (IBES), daily US stock returns from the Center for 
Research in Security Prices (CRSP) and the daily stock returns of international firms and firm 
fundamentals from Compustat. 
 
For a thorough description of the data, please refer to section 2 of the paper. 

2. CODE DESCRIPTION 

 

The verification materials contain five self-explanatory subfolders: codes, data, intermediary_data, 

output and tex. The code folder is itself divided into four subfolders, which all contain Stata and R 

scripts: code_clean_data, code_gen_data, code_reg and code_run. The latter stores scripts that act as 

masterfiles. They call the scripts in the other folders, import the raw datasets, clean and merge them, 

perform regressions and eventually generate the Tables and Figures. 

  

https://github.com/AEADataEditor/replication-template/blob/master/REPLICATION.md
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3. VERIFICATION STEPS  

 

The verification materials were received as a zip file on November 6 and run as per readme using Stata 

18 and R 4.4.2 on a computer with 256 GB RAM, Intel Xeon Silver 4210R 2.40GHz (32 cores), NVIDIA 

RTX™ A5000 and Windows 10 OS.  Since the authors used Stata 17, we added version 17 at the 

beginning of every do-file. We encountered no issues during the verification. 

 

4. FINDINGS 

 

As shown below, we reproduced Figures 1-6 and IA.1 as well as Tables 1-15, and IA.2-IA.15 with 

accuracy. Note that Table IA1 contains only examples and no numeric results. It is outside the scope 

of this verification. 

4.1. FIGURE 1: NUMBER OF REPRISK ESG INCIDENTS BY YEAR 
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4.2. FIGURE 2: TERM STRUCTURE OF THE IMPACT OF INCIDENTS ON EARNINGS FORECASTS  

 

 

4.3. FIGURE 3: NUMBER OF INCIDENTS BY INDUSTRY  
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4.4. FIGURE 4: EPS SENSITIVITY BY INDUSTRY 
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4.5. FIGURE 5: PTG SENSITIVITY BY INDUSTRY 
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4.6. FIGURE 6: EPS/PTG SENSITIVITY AND ADVERTISING INTENSITY  
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4.7. FIGURE 7: NUMBER OF INCIDENTS BY FIRM SIZE 

 
 

4.8. TABLE 1: DESCRIPTIVE STATISTICS OF REPRISK DATA 
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4.9. TABLE 2: SUMMARY STATISTICS 

 

 

4.10. TABLE 3: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS 
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4.11. TABLE 4: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—BY E/S/G 

CATEGORY 
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4.12. TABLE 5: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—BY E/S/G 

CATEGORY (TWO OR MORE EVENTS) 
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4.13. TABLE 6: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS, BY NOVELTY, 

SEVERITY, AND REACH 

 

 

 

D  
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4.14. TABLE 7: IMPACT OF ESG INCIDENTS AND OTHER INCIDENTS ON EPS FORECASTS  

 

 

4.15. TABLE 8: REACTION OF SALES AND GROSS MARGIN FORECASTS TO ESG INCIDENTS  
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4.16. TABLE 9: EVENT STUDY: ANALYSTS AND MARKET REACTION AFTER AN ESG INCIDENT  
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4.17. TABLE 10: VARIATION ACROSS REGIONS 
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4.18. TABLE 11: INTERACTION WITH ADVERTISING INTENSITY  

4.19. TABLE 12: INTERACTION WITH FIRM SIZE 
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4.20. TABLE 13: IMPACT OF ESG INCIDENTS ON REALIZED EARNINGS, SALES, AND GROSS 

MARGIN 

 

4.21. TABLE 14: ANALYST-LEVEL FORECAST REVISIONS AND FORECAST ERRORS 
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4.22. TABLE 15: ESG INCIDENTS PREDICT ESG SCORES 
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4.23. FIGURE IA.1: IMPACT OF ESG INCIDENTS ON EARNINGS FORECASTS AND STOCK 

PRICES, CONTROLLING FOR ONE KEY DEVELOPMENT AT A TIME 
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4.24. TABLE IA.2: DISTRIBUTION OF OBSERVATIONS ACROSS COUNTRIES  
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4.25. TABLE IA.3: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—DIFFERENT LAGS 

 

 

4.26. TABLE IA.4: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—ALTERNATIVE 

FIXED EFFECTS 
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4.27. TABLE IA.5: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—TIME-VARYING 

CONTROLS WITHOUT FIRM FIXED EFFECTS 
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4.28. TABLE IA.6: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—TIME-VARYING 

CONTROLS 
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4.29. TABLE IA.7: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS—CONTROLLING 

FOR FUNDAMENTALS 
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4.30. TABLE IA.8: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS - SCALED BY BOOK 

VALUE PER SHARE 
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4.31. TABLE IA.9: IMPACT ON EARNINGS FORECASTS BY TYPE OF NEGATIVE EVENT 

 

 

  



26 
 

4.32. TABLE IA.10: REACTION OF EARNINGS FORECASTS TO ESG INCIDENTS - CONTROLLING 

FOR ALL KD INCIDENTS 

4.33. TABLE IA.11: REACTION OF SALES FORECASTS TO ESG INCIDENTS - FORECAST 

REVISIONS SCALED BY BOOK VALUE 
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4.34. TABLE IA.12: REACTION OF SALES AND MARGIN FORECASTS TO ESG INCIDENTS, 

BALANCED SAMPLE 

 

4.35. TABLE IA.13: IMPACT ON SALES FORECASTS OF NEGATIVE ESG INCIDENTS AND OTHER 

NEGATIVE INCIDENTS 
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4.36. TABLE IA.14: REACTION OF EARNINGS FORECASTS EXCLUDING EMPLOYEE-RELATED 

INCIDENTS 

 

 

4.37. TABLE IA.15: DIVIDEND DISCOUNT MODEL AND FIRM VALUATION 

 

 
 


