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ABSTRACT

As the social responsibility of corporations becomes more important, recently,
many corporations have made constant efforts to preserve natural environment.
Environmental investments had been traditionally thought as cost factors and
sources of negative effects on a firm's financial performances. In this study, we
explore the relation of financial and environmental performances of Korean
corporations. We use default probability as well as ROE as indicators of financial
performances. We find that there is positive correlation between ROE and
environmental performance, and negative correlation between default probability
and environmental performance. This implies that Korean corporations should
recognize environmental investment as means of improving corporate value.

Keywords: environmental performance, financial performance, default probability,
ROE, causality
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