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	Table A1. ESG sample by country and industry

	Country
	ESGS
	N
	Firms
	Industry
	ESGS
	N
	Firms

	Bahrain
	0.276
	13
	3
	Basic Materials
	0.426
	134
	22

	Egypt
	0.441
	40
	5
	Consumer Discretionary
	0.454
	261
	36

	Indonesia
	0.332
	257
	33
	Consumer Staples
	0.427
	306
	43

	Kuwait
	0.439
	41
	5
	Energy
	0.331
	128
	13

	Malaysia
	0.434
	385
	45
	Health Care
	0.400
	90
	16

	Morocco
	0.559
	14
	2
	Industrials
	0.427
	317
	39

	Oman
	0.339
	12
	2
	Technology
	0.253
	8
	5

	Qatar
	0.316
	47
	17
	Telecommunications
	0.442
	284
	31

	Saudi Arabia
	0.356
	95
	19
	TOTAL
	0.423
	1,528
	205

	Türkiye
	0.482
	236
	41
	
	
	
	

	UAE
	0.462
	388
	33
	
	
	
	

	Note: This table reports ESG scores and number of observations (N) and firms by country and industry. Source: Thomson Reuters Asset-4.

































	Table A2. Variable definitions

	Variables
	Symbols
	Definitions

	Dependent
	
	

	Market leverage
	MLEV
	Total debt / (Total debt + Market capitalization)

	Explanatory
	
	

	ESG certified 
	ESGCER
	Equals 1 if the firm has a ESG score, otherwise 0

	ESG score
	ESGS
	Environment, Social, and Governance (ESG) disclosure score

	Covid
	COV
	Equals 1 for years 2020 and 2021, otherwise 0

	Controls
	
	

	Firm size
	SIZE
	The log of total assets

	Tangibility
	TAN
	Net property, plant and equipment / total assets

	Market-to-book  
	MBR
	(Total assets − book value of equity  + market value of equity)/ total assets

	Profitability
	EBIT
	Earnings before interest and tax / total assets

	Cash holdings
	CASH
	Cash and short-term investments / total assets

	Dividends
	DIV
	Cash dividends paid / total assets 

	Industry median of MLEV
	IM_MLEV
	Industry median of market leverage by industry and year 


Source: Authors own elaboration


























	

	Figure A1.

	Trends on market leverage across ESG and non-ESG firms

	Source: Thomson Reuters Asset-4 and Datastream































	Table A3. Means and differences of firm-level variables

	
	Panel A. Means
	
	Panel B. Differences

	
	2003-2019
	
	2020-2021
	
	
	
	
	

	
	ESG
	Non-ESG
	
	ESG
	Non-ESG
	
	(1) – (2)
	(3) – (4)
	(1) – (3)
	(2) – (4)

	
	(1)
	(2)
	
	(3)
	(4)
	
	(5)
	(6)
	(7)
	(8)

	MLEV
	0.255
	0.277
	
	0.269
	0.261
	
	–0.022***
	0.008
	–0.014
	0.016***

	SIZE
	17.121
	14.187
	
	16.773
	14.662
	
	2.934***
	2.111***
	0.348
	–0.475***

	TAN
	0.376
	0.382
	
	0.381
	0.373
	
	–0.006
	0.008
	–0.005
	0.009**

	MBR
	2.053
	1.494
	
	1.980
	1.849
	
	0.559***
	0.131
	0.073
	–0.355***

	EBIT
	0.108
	0.067
	
	0.087
	0.042
	
	0.041***
	0.045***
	0.021***
	0.025***

	CASH
	0.144
	0.123
	
	0.146
	0.145
	
	0.021***
	0.001
	–0.002
	–0.022***

	DIV
	0.047
	0.022
	
	0.036
	0.017
	
	0.025***
	0.019***
	0.011**
	0.005***

	Note: This table presents means and differences of firm-level variables across ESG and non-ESG certified firms between 2003-2019 and 2020-2021. Variables are defined in Table A2. *** and ** signify significance at 1% and 5%. 


Source: Authors own elaboration































	Table A4. Determinants of capital structure across ESG and non-ESG certified firms

	
	Dependent variable: MLEV

	
	All firms
	
	Non-ESG-certified firms
	
	ESG-certified firms

	
	(1)
	
	
	(2)
	
	
	(3)
	

	COV
	–0.005
	(0.003)
	
	–0.007**
	(0.004)
	
	0.001
	(0.009)

	SIZE
	0.048***
	(0.004)
	
	0.049***
	(0.004)
	
	0.058***
	(0.015)

	TAN
	0.137***
	(0.020)
	
	0.137***
	(0.020)
	
	0.157**
	(0.078)

	MBR
	–0.018***
	(0.002)
	
	–0.018***
	(0.002)
	
	–0.006**
	(0.005)

	EBIT
	–0.238***
	(0.018)
	
	–0.236***
	(0.018)
	
	–0.337***
	(0.078)

	CASH
	–0.283***
	(0.022)
	
	–0.285***
	(0.022)
	
	–0.203***
	(0.086)

	DIV
	–0.277***
	(0.048)
	
	–0.282***
	(0.050)
	
	–0.105
	(0.142)

	IM_MLEV
	0.364***
	(0.088)
	
	0.357***
	(0.090)
	
	0.427***
	(0.390)

	Constant
	–0.540***
	(0.065)
	
	–0.459***
	(0.066)
	
	–0.804***
	(0.261)

	R2
	0.731
	
	
	0.732
	
	
	0.824
	

	Hausman test
	704.22***
	
	
	646.74***
	
	
	70.71***
	

	Firms
	2,219
	
	
	2,014
	
	
	205
	

	Observations
	26,805
	
	
	25,277
	
	
	1,528
	

	Note: This table reports the regression results examining the determinants of market leverage (MLEV) for all firms, non-ESG certified firms and ESG certified firms. Firm FE included in all models. Variables are defined in Table A2. *** and ** signify significance at 1% and 5%.


Source: Authors own elaboration



























	Table A5. Does ESG certification matter on capital structure puzzle?

	
	Dependent variable: MLEV

	
	
	
	Interactions with COV

	
	(1)
	
	
	(2)
	

	ESGCER x COV
	
	
	
	0.024***
	(0.017)

	ESGCER
	–0.018***
	(0.007)
	
	–0.025***
	(0.039)

	COV
	–0.004
	(0.003)
	
	–0.006**
	(0.003)

	SIZE
	0.049***
	(0.001)
	
	0.049***
	(0.001)

	TAN
	0.137***
	(0.008)
	
	0.136***
	(0.008)

	MBR
	–0.018***
	(0.001)
	
	–0.018***
	(0.001)

	EBIT
	–0.239***
	(0.009)
	
	–0.239***
	(0.009)

	CASH
	–0.283***
	(0.010)
	
	–0.283***
	(0.011)

	DIV
	–0.276***
	(0.026)
	
	–0.276***
	(0.027)

	IM_MLEV
	0.371***
	(0.018)
	
	0.370***
	(0.018)

	Constant
	–0.466***
	(0.623)
	
	–0.468***
	(0.784)

	R2
	0.731
	
	
	0.731
	

	Firms
	2,219
	
	
	2,219
	

	Observations
	26,805
	
	
	26,805
	

	Note: This table reports the regression results examining the determinants of market leverage (MLEV) for the whole sample by interacting the ESG-certified dummy (ESGCER) with determinants of market leverage in Model 1. Variables are defined in Table A2. *** and ** represent significance at 1% and 5%.


Source: Authors own elaboration
























	Table A6. Does ESG matter on capital structure puzzle by country?

	
	Dependent variable: MLEV

	
	Bahrain
	Egypt
	Indonesia
	Kuwait

	
	(1)
	
	(2)
	
	(3)
	
	(4)
	

	ESGS x COV
	-0.000
	(0.012)
	0.043
	(0.069)
	0.001
	(0.017)
	0.026
	(0.038)

	ESGS
	-0.274
	(0.058)
	-0.063
	(0.117)
	0.070*
	(0.038)
	0.047
	(0.067)

	SIZE
	0.281*
	(0.031)
	0.215***
	(0.068)
	0.064***
	(0.019)
	0.068
	(0.078)

	TAN
	0.417**
	(0.017)
	0.690***
	(0.228)
	0.006
	(0.057)
	-0.026
	(0.443)

	MBR
	0.140*
	(0.021)
	0.002
	(0.086)
	-0.000
	(0.005)
	-0.014
	(0.063)

	EBIT
	-0.367
	(0.113)
	-0.250
	(0.340)
	-0.425***
	(0.091)
	-0.276
	(0.906)

	CASH
	-0.028
	(0.020)
	0.220
	(0.230)
	-0.228*
	(0.116)
	-0.750*
	(0.396)

	DIV
	-1.215
	(0.212)
	-0.001
	(0.955)
	-0.113
	(0.160)
	-1.327***
	(0.395)

	IM_MLEV
	-0.084
	(0.064)
	1.356**
	(0.563)
	0.324**
	(0.142)
	0.066
	(0.349)

	Constant
	-3.303*
	(0.360)
	-3.901***
	(1.177)
	-1.321***
	(0.469)
	-0.525
	(1.009)

	R2
	0.999
	
	0.944
	
	0.899
	
	0.965
	

	Firms
	3
	
	5
	
	33
	
	5
	

	Observations
	13
	
	40
	
	257
	
	41
	

	
	Malaysia
	Morocco
	Oman
	Qatar

	
	(5)
	
	(6)
	
	(7)
	
	(8)
	

	ESGS x COV
	0.058***
	(0.015)
	0.014
	(0.011)
	-0.030*
	(0.005)
	-0.015
	(0.019)

	ESGS
	0.148***
	(0.052)
	-0.007
	(0.331)
	-0.109
	(0.022)
	0.090
	(0.148)

	SIZE
	0.101***
	(0.022)
	0.127
	(0.073)
	0.235*
	(0.021)
	-0.144
	(0.200)

	TAN
	0.169***
	(0.062)
	0.012
	(0.612)
	0.431
	(0.081)
	0.314
	(0.252)

	MBR
	-0.009
	(0.006)
	-0.063
	(0.028)
	0.070
	(0.036)
	-0.179***
	(0.034)

	EBIT
	-0.398***
	(0.090)
	-0.017
	(0.661)
	-1.320*
	(0.149)
	-0.995**
	(0.383)

	CASH
	-0.257***
	(0.095)
	0.679
	(0.268)
	-0.611*
	(0.065)
	-0.339
	(0.608)

	DIV
	0.381***
	(0.142)
	0.262
	(0.163)
	-3.294*
	(0.436)
	-0.784
	(0.613)

	IM_MLEV
	0.426***
	(0.152)
	0.296
	(0.349)
	0.818
	(0.136)
	-0.023
	(0.260)

	Constant
	-1.543***
	(0.343)
	-2.068
	(1.403)
	-3.079*
	(0.312)
	2.832
	(3.231)

	R2
	0.859
	
	0.998
	
	0.999
	
	0.988
	

	Firms
	45
	
	2
	
	2
	
	17
	

	Observations
	385
	
	14
	
	12
	
	47
	

	
	Saudi Arabia
	Türkiye
	UAE
	
	

	
	(9)
	
	(10)
	
	(11)
	
	
	

	ESGS x COV
	-0.058**
	(0.022)
	-0.033
	(0.021)
	0.007
	(0.020)
	
	

	ESGS
	0.105*
	(0.059)
	0.017
	(0.042)
	0.018
	(0.031)
	
	

	SIZE
	0.139**
	(0.069)
	0.066***
	(0.015)
	0.019
	(0.013)
	
	

	TAN
	0.268**
	(0.119)
	-0.141
	(0.130)
	0.272***
	(0.069)
	
	

	MBR
	-0.037
	(0.029)
	-0.024
	(0.015)
	-0.014***
	(0.005)
	
	

	EBIT
	-0.084
	(0.205)
	-0.313**
	(0.143)
	-0.386***
	(0.087)
	
	

	CASH
	-0.378
	(0.244)
	-0.407***
	(0.137)
	-0.071
	(0.083)
	
	

	DIV
	-2.238***
	(0.493)
	-1.134***
	(0.257)
	-0.035
	(0.174)
	
	

	IM_MLEV
	0.420*
	(0.247)
	0.137
	(0.209)
	0.285
	(0.201)
	
	

	Constant
	-2.217*
	(1.182)
	-0.584**
	(0.261)
	-0.138
	(0.197)
	
	

	R2
	0.919
	
	0.879
	
	0.697
	
	
	

	Firms
	19
	
	41
	
	33
	
	
	

	Observations
	95
	
	236
	
	388
	
	
	

	Note: This table reports the regression results examining the determinants of market leverage (MLEV) for ESG certified firms by country. Firm FE included in all models. Variables are defined in Table A2. ***, ** and * signify significance at 1%, 5% and 10%.


Source: Authors own elaboration








	Table A7. Does ESG matter on capital structure puzzle by industry?

	
	Dependent variable: MLEV

	
	Basic Materials
	Consumer Discret.
	Consumer Staples
	Energy

	
	(1)
	
	(2)
	
	(3)
	
	(4)
	

	ESGS x COV
	-0.019
	(0.034)
	0.018
	(0.022)
	0.017
	(0.011)
	-0.013
	(0.032)

	ESGS
	-0.075
	(0.067)
	0.072*
	(0.042)
	0.022
	(0.025)
	0.342***
	(0.085)

	SIZE
	0.075**
	(0.029)
	0.023
	(0.020)
	0.072***
	(0.010)
	0.118***
	(0.039)

	TAN
	0.201*
	(0.116)
	0.480***
	(0.089)
	0.059
	(0.055)
	-0.243*
	(0.140)

	MBR
	-0.035
	(0.025)
	0.018**
	(0.009)
	-0.002
	(0.004)
	-0.017
	(0.023)

	EBIT
	0.019
	(0.202)
	-0.711***
	(0.142)
	-0.317***
	(0.061)
	-0.748***
	(0.158)

	CASH
	-0.113
	(0.207)
	-0.227*
	(0.128)
	0.039
	(0.050)
	-0.159
	(0.214)

	DIV
	-0.558
	(0.436)
	-0.167
	(0.202)
	0.115
	(0.120)
	-0.003
	(0.389)

	IM_MLEV
	0.760*
	(0.395)
	0.763***
	(0.273)
	0.301
	(0.236)
	0.014
	(0.194)

	Constant
	-1.323**
	(0.584)
	-0.378
	(0.317)
	-1.113***
	(0.166)
	-1.894**
	(0.779)

	R2
	0.893
	
	0.833
	
	0.875
	
	0.866
	

	Firms
	22
	
	36
	
	43
	
	13
	

	Observations
	134
	
	261
	
	306
	
	128
	

	
	Health Care
	Industrials
	Technology
	Telecommunications

	
	(5)
	
	(6)
	
	(7)
	
	(8)
	

	ESGS x COV
	-0.011
	(0.021)
	0.066***
	(0.021)
	-0.027
	(0.034)
	-0.020
	(0.017)

	ESGS
	-0.012
	(0.044)
	0.042
	(0.028)
	0.025
	(0.012)
	0.030
	(0.033)

	SIZE
	0.037*
	(0.019)
	0.033**
	(0.015)
	-0.005
	(0.056)
	0.102***
	(0.016)

	TAN
	0.066
	(0.120)
	0.419***
	(0.089)
	-0.190
	(0.450)
	0.013
	(0.057)

	MBR
	-0.006
	(0.007)
	-0.046***
	(0.008)
	-0.001
	(0.130)
	0.008**
	(0.004)

	EBIT
	-0.043
	(0.095)
	-0.385***
	(0.122)
	0.115
	(0.123)
	-0.282**
	(0.113)

	CASH
	-0.172
	(0.138)
	-0.403***
	(0.123)
	-0.057
	(0.257)
	-0.135
	(0.099)

	DIV
	-0.006
	(0.117)
	-1.835***
	(0.485)
	
	
	-0.639***
	(0.153)

	IM_MLEV
	0.314
	(0.335)
	0.848***
	(0.255)
	
	
	0.576***
	(0.153)

	Constant
	-0.469*
	(0.280)
	-0.399
	(0.251)
	-0.151
	(0.098)
	-1.644***
	(0.287)

	R2
	0.839
	
	0.813
	
	0.999
	
	0.847
	

	Firms
	16
	
	39
	
	5
	
	31
	

	Observations
	90
	
	317
	
	8
	
	284
	

	Note: This table reports the regression results examining the determinants of market leverage (MLEV) for ESG certified firms by industry. Firm FE included in all models. Variables are defined in Table A2. ***, ** and * signify significance at 1%, 5% and 10%.


Source: Authors own elaboration


















	Table A8. Sample construction

	   Panel A. Firms in the Sample

	  26,805
	Thomson Reuters Datastream Sample

	- 25,277
	Thomson Reuters Non-ESG Sample

	     1,528
	Thomson Reuters Asset-4 Sample

	   Panel B. Countries in the Sample

	 20
	OIC countries in Thomson Reuters Datastream Sample

	
	(Bahrain, Bangladesh, Bosnia, Egypt, Indonesia, Iraq, Jordan, Kazakhstan, Kuwait, Lebanon, Malaysia, Morocco, Oman, Pakistan, Palestine, Qatar, Saudi Arabia, Tunisia, Türkiye, UAE)

	-  9
	OIC countries in Thomson Reuters Non-ESG Sample

	
	(Bangladesh, Bosnia, Iraq, Jordan, Kazakhstan, Lebanon, Pakistan, Palestine, Tunisia)

	  11
	OIC countries in Thomson Reuters Asset-4 Sample

	
	(Bahrain, Egypt, Indonesia, Kuwait, Malaysia, Morocco, Oman, Qatar, Saudi Arabia, Turkiye, UAE)

	Source: Thomson Reuters Datastream and ESG





























	Table A9. Alternative measures of capital structure

	
	
	
	Interaction with COV

	
	(1)
	
	
	(2)
	

	Dependent variable: BLEV

	ESGS x COV
	
	
	
	0.067**
	(0.031)

	ESGS
	0.039***
	(0.013)
	
	0.028**
	(0.015)

	Dependent variable: SLEV

	ESGS x COV
	
	
	
	0.028
	(0.026)

	ESGS
	0.021*
	(0.011)
	
	0.018
	(0.012)

	Dependent variable: LLEV

	ESGS x COV
	
	
	
	0.043
	(0.029)

	ESGS
	0.015
	(0.013)
	
	0.008
	(0.014)

	All models include
	
	
	
	
	

	Firm FE
	Yes
	
	
	Yes
	

	Controls
	Yes
	
	
	Yes
	

	Firms
	205
	
	
	205
	

	Observations
	1,528
	
	
	1,528
	

	Note: This table reports the impact of ESGS and its interactions with crisis dummies on the alternative measure of capital structure (the book leverage-BLEV, the short-term book leverage-SLEV and long-term book leverage-LLEV). Firm FE included in all models. Variables are defined in Table A2. *** and ** signify significance at 1% and 5%.


Source: Authors own elaboration

























	[bookmark: _Hlk175839119]Table A10. Does tax matter on capital structure puzzle?

	
	Dependent variable: MLEV

	
	(1)
	

	ESGS x TAX
	0.051
	(0.069)

	ESGS
	0.040**
	(0.019)

	TAX
	0.047
	(0.032)

	COV
	0.023***
	(0.008)

	SIZE
	0.057***
	(0.007)

	TAN
	0.164***
	(0.034)

	MBR
	–0.007**
	(0.003)

	EBIT
	–0.339***
	(0.045)

	CASH
	–0.169***
	(0.047)

	DIV
	–0.097
	(0.079)

	IM_MLEV
	0.414***
	(0.081)

	Constant
	–0.808***
	(0.121)

	R2
	0.831
	

	Hausman test
	53.50***
	

	Firms
	205
	

	Observations
	1,528
	

	Note: This table reports the regression results examining the determinants of market leverage (MLEV) for ESG certified firms. Firm FE included in all models. Variables are defined in Table A2. TAX: total tax paid to total taxable income. *** and ** signify significance at 1% and 5%.


Source: Authors own elaboration
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