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Abstract

This study aimed at identifying the level of the sustainability practices disclosure of Jordanian commercial banks
listed on the Amman Stock Exchange, as well as explore the value relevance of sustainability practices
disclosure and verify its role in shares prices and market returns of Jordanian commercial banks listed on the
Amman Stock Exchange. This study proposes to present the diverse instrument's measurement of the variables
proposed by the literature. In the Price and Return models, stock prices and stock returns are considered as the
dependent variables in order to measure value relevance, while the level of the independent variable is
sustainability practices disclosure. Data were collected from the annual reports of the banks included in the study
sample during the period from 2008 to 2018.

The results indicate that there is a wide gap between Jordanian banks in the level of disclosure of sustainability
practices. The results of the valuation analysis revealed that investors positively appreciate the disclosure of the
sustainability practices of Jordanian commercial banks listed on the ASE. The results of the analysis revealed
that the explanatory power of all models of the study increases significantly when the variable related to the level
of disclosure of sustainability practices is included in the model.

Keywords: sustainability, sustainability practices disclosure, value relevance, shares prices, market returns,
Jordanian Commercial Banks

1. Introduction
1.1 Study Background

Companies are increasingly concerned about their responsibilities to society and the environment in which they
operate because of global changes, as the pressures that companies face from consumers and society drive them
to adopt sustainable business strategies (Li et al., 2019). This has led companies to increase the scope of
sustainability practices disclosure in many countries around the world tremendously, as companies began to
issue independent sustainability reports from their annual report (Mohammadi et al., 2018). When the concept of
sustainability is applied to banks it implies the incorporation of the objectives of social equality, economic
efficiency, and environmental performance into the banks operating practices (Miralles-Quirés et al., 2018).

Corporate disclosures about sustainability practices for companies are consistent with the interests of various
parties including investors, managers, employees, clients, regulators, and government (Clarkson et al., 2013). In
2000, a joint reporting framework on sustainability was developed by the Global Reporting Initiative (GRI) in
the Netherlands, where it included the Sustainability Reporting Guide, which consists of reporting principles and
specific content indicators. In 2006, GRI released a new version of the sustainability reporting guide called G3
(third generation) and the latest is the fourth generation that has been effectively implemented since the
beginning of 2015. In line with this, the studies provide evidence of the increasing importance of sustainability
practices disclosure (Li et al.,, 2019). By implementing the GRI guidelines, companies show a strong
commitment to continuously improve their disclosures about sustainability practices. These developments about
the disclosure of sustainability practices make it necessary to examine their implications as to the value that they
can add to the company.
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1.2 Study Problem

Contemporary debate on sustainable enterprise development has raised awareness of sustainability practices.
This poses emerging challenges for companies to do their business in a more ethical and responsible manner. At
the same time, successful disclosure of corporate efforts with regard to corporate sustainability practices to
stakeholders is another challenge for managers (Qiu et al., 2016). As the disclosure requires companies to make
great efforts and high costs (Garc 8—Sanchez et al., 2019). This is accompanied by uncertainty by companies and
management as to whether the reports meet the objectives required by the stakeholders and meet their
requirements, and provide useful rules for investment decisions, which must have a bearing on the market value
and stock returns of the company (Brooks & Oikonomou, 2018).

Despite the great scientific interest in the issue of value-relevance in various areas of business research, the
results are still inconclusive, the empirical literature did not reach to achieve consensus on the economic
consequences of disclosure of sustainability practices (Baboukardos, 2018). Several studies have indicated that
more empirical studies should be conducted on the value of disclosure of sustainability practices, both for the
company and for stakeholders (Clarkson et al., 2013).

The laws and regulations did not oblige Jordanian companies to disclose sustainability practices. Therefore, all
corporate sustainability reports are voluntary disclosures by companies based on their strategic orientations, their
understanding of the importance of sustainability reports, and the level of disclosure of sustainability practices
among Jordanian companies in general, and in banks, In particular, this study conducted to identify the value
relevance of sustainability disclosure practices in Jordanian commercial banks

1.3 Study Objectives

The objective of this study is to identify the level of sustainability practices disclosure of Jordanian commercial
banks listed on the Amman Stock Exchange, as well as to:

1. Explore the value relevance of sustainability disclosure and verify its role for different
stakeholders.

2. Identify the impact of disclosure of sustainability practices on the shares prices of Jordanian
commercial banks listed on the Amman Stock Exchange.

3. Identify the impact of disclosure of sustainability practices on the market returns of Jordanian
commercial banks listed on the Amman Stock Exchange.

4, Provide a set of recommendations that can contribute to enhancing corporate practices in relation
to the disclosure of sustainability practices

1.4 Study Importance

The theoretical importance of this study is highlighted in its support for theoretical studies and research on the
importance of the level of disclosure of sustainability practices in Jordanian commercial banks and their role in
enhancing value for different stakeholders.

The importance of this applied study stems from the importance of disclosing the sustainability practices of the
various stakeholders' bodies, as well as the importance of the Jordanian banking sector. , And conducting such a
pilot study is critical to improving the current understanding of market reactions to the disclosure of
sustainability practices in Jordanian commercial banks, where different stakeholders such as the state and
investors in the market Securities great interest in strengthening the role of companies in sustainable
development and improving corporate transparency.

2. Theoretical Background & Experimental Studies
2.1 Theoretical Background

Increasing corporate disclosure of information, including sustainability information, enables stakeholders to
collect information about the company easily and at a lower cost, increasing their ability to predict the future
income of the company, which will be reflected in market share prices (Song, 2015). There are many theories
and assumptions that explain the level of disclosure of information on sustainability practices with investor
behavior and market reactions to this information.

Under the efficient market hypothesis, optional disclosures, including disclosure of sustainability practices,
affect equity prices equally for all market participants (Kim et al., 2014). Hence, it can be assumed that
disclosure of sustainability practices will be valuable to stakeholders and will affect stock prices and directly
reflect on market share prices and returns (Aerts et al., 2008). The random walk theory assumes that prices
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change and move randomly, depending on new market information (Didar et al., 2018). Therefore, the volatility
of stock prices will reflect both previous information and any future market events, so disclosure of sustainability
information will be closely related to adding value to investors as it will increase the ability of investors in
financial markets to predict future events. Thus, an increase in the level of voluntary disclosure will increase
equity price volatility and affect market returns. The Signaling theory emphasizes the importance of the
information that companies disclose in the investment decisions of the external parties of the company (Elfeky &
Nasiri, 2017). The Signaling theory assumes that information is inconsistent between the management of the
company and the external parties that are interested in the information (Ratnatunga & Alam 2011). The
information disclosed, including sustainability practices, and current and future, and helps them in the process of
investment decision-making (Agle et al., 2008). This theory suggests that companies aim to refer to the quality
and real value of companies by providing more information to parties that lack information by increasing the
level of disclosure they provide to different stakeholders (Healy & Palepu, 2001).

Increased corporate disclosure also provides a signal that helps financial analysts predict corporate earnings,
assess their performance, and provide financial market customers with reports about corporate quality and value
(Lang et al., 2004), Hamrouni et al. (2015) argues that the increased circulation of information about companies
in the media and financial analysts' reports increases the level of trading of shares in the financial markets, which
has an impact on the stock market return.

According to the agency theory, the asymmetry of information between management and managers increases
agency costs. In this case, disclosure of sustainability practices is one way to ensure that agency problems are
minimized and costs are minimized (Jo & Harjoto, 2014). Owners therefore seek to increase the level of
disclosure of sustainability practices to protect their interests and maximizing their wealth. (Freeman, 1984)
Managers are also motivated to provide more reliable information and to increase the level of disclosure of
sustainability practices given the fact that organizations are constantly seeking additional funds from capital
markets at the lowest possible cost. Improving the level of disclosure of sustainability practices helps to reduce
the cost of the company's capital in order to obtain financing, which is reflected in the performance of the
company and the market returns of its shares (Garc R—-Sanchez et al., 2019).

According to the legitimacy theory, there is a general perception or assumption that the actions of any entity are
desirable, valid or appropriate under a system of rules and values based on social (Suchman, 1995). It, therefore,
focuses on the relationship between the company and its operating environment and recognizes groups of
stakeholders at the conceptual level (loannou & Serafeim, 2015). According to the legitimacy theory,
stakeholders assess companies based on their perceptions of their values and organizational value, and that the
survival of the organization will be threatened if society realizes that the organization has violated its social
contract (Luo et al., 2015). The legitimacy theory has been widely used in relation to social, economic and
environmental disclosures (Garc B—Sanchez et al., 2019), indicating that companies do not work for the benefit
of their investors only, but must ensure that their actions do not adversely affect the environment in which they
operate and thus avoid pollution and other illegal activities (Oliveira et al., 2013). Therefore, the disclosure of
sustainability practices is a means by which management can influence the perceptions of society in the
environment in which it operates, increasing the acceptance of the community, thus improving its financial
performance and increasing the liquidity of its shares, which will positively affect its market returns.

Stakeholder theory is closely linked to the legitimacy theory, where stakeholder’s actions are expected to affect
the company's ability to successfully implement its strategies and achieve its objectives, Examples of primary
stakeholders include shareholders, creditors, employees, customers, suppliers, and regulators (Freeman, 1984).
Stakeholder theory suggests that companies are not only responsible for their shareholders, but must make
decisions for all stakeholders and encourage stakeholder management theory The integration of personal values
in the company's strategy and constitute a more ethical practice, and emphasizes the importance of the
relationships that the company needs to establish with stakeholders (Freeman & Parmar, 2004).

2.2 Experimental Studies

Studies on corporate disclosure began in the 1960s. Cerf (1961) study was the first study measure the level of
disclosure in annual reports, the study found a relationship between the level of disclosure and profitability of the
company. Benjamin & Stanga (1977) study found that there was an impact for the level of disclosure provided
by companies on investment decisions in the financial markets, indicating the value relevance of disclosure.
Spero (1979) argues that the need for finance is one of the most important drivers of companies to increase their
level of voluntary disclosures, as this affects investor decisions and increases the liquidity of their shares and
reduces lenders' terms and interest rates. Al-Issa (1988) was the first study in Jordan that examined the value
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relevance of disclosure, pointing out that there is an impact of the disclosures made by companies in investment
decisions. Similarly, Abu-Nassar and Rutherford (1996) found that the information expressed by companies in
Jordan is very important to the users' decisions. The results of the study show that annual reports are considered
as a major source of information, followed by visits to companies and communication with management.
Eizentas et al. (2012) also found value relevance for information in the investment decisions of traders in the
financial markets, and the information of the announcement and the volume of information disclosed are
important factors affecting the prices of shares and their market returns.

With regard to sustainability disclosure, it began late with the 1987 Report Brundtland Report (Jones, 2011).
McGuire et al. (1988) found that the company's previous performance which is assessed through both the stock
market returns and measures based on accounting is linked to corporate social responsibility. McWilliams &
Siegel (2001) found a neutral relationship between corporate social responsibility and financial performance.
Hassel et al. (2005) noted that there is an impact of environmental performance on the market value of Swedish
companies. Murray et al. (2006) did not notice any correlation between stock returns and the release of corporate
social responsibility. In contrast, Jones et al. (2007) found a strong correlation between disclosure of
sustainability and stock returns, through a detailed review of the literature found in accounting literature.
Schadewitz and Niskala (2010) findings suggest that the sustainability report can play an important role in
addressing the market value of the company. Similarly, De Klerk and De Villiers (2012) concluded that
corporate social responsibility disclosure is strongly and positively correlated with equity prices. Moneva and
Ortas (2008) did not find a direct correlation between sustainability performance and stock valuation for a
sample of European companies. In contrast, Lourenco et al. (2012) reveal that corporate sustainability has
material explanatory power in stock prices.

The results of the Reverte (2016) showed a strong and consistent correlation between stock prices and CSR
reports through stock price fluctuations in response to CSR disclosure reports In Jordan, Abu Farha and
Alkhalaileh (2016) found that there is no statistically significant relationship between the level of disclosure of
social responsibility and market returns. Miralles-Quir et al. (2018) results support the value enhancing theory,
as the study concluded that the market appreciates positively and large environmental practices implemented by
companies Mohammadi et al. (2018) found sustainability reporting is linked to market assessments in which
companies active in environmentally sensitive industries with sustainability reports have higher market ratings
than firms in non-sensitive industries with sustainability reports. Abu Karsh and AL-Deek (2019) did not find a
relationship between disclosure of social responsibility and corporate profitability measured by (ROA, ROE, NP,
and EPS) Garc B-Sanchez et al. (2019) found that providing more information about CSR initiatives for the
company is particularly valuable for those who finance companies, as more disclosure of CSR practices
facilitates access to finance.

3. Study Methodology

This study proposes to present the diverse instrument's measurement of the variables proposed by the literature.
In the Price and Return models, stock prices and stock returns are considered as the dependent variables in order
to measure value relevance, while the level of the independent variable is sustainability practices disclosure.
Data were collected from the annual reports of the banks included in the study sample.

3.1 Study Sample and Population

The study population consists of all 13 Jordanian commercial banks listed on the Amman Stock Exchange,
during the period from 2008 to 2018. The study sample has represented of all banks.

3.2 Sources of Data

The study is based on secondary data, through reference to books and studies related to the subject of this study,
and for the purposes of analysis have been refer to the websites of the banks included in the study sample, and
the Amman Stock Exchange website, in order to obtain the financial statements of banks, and collect the
necessary data on the study sample in addition to the websites of banks, in order to obtain financial reports, to
examine their content and determine the level of disclosure of their sustainability practices.

3.3 Variables Measurement
3.3.1 Dependent variable: (level of disclosure of sustainability practices)

The level of disclosure of sustainability practices in their three dimensions (economic, social, and environmental)
is measured in the Bank's financial statements (i) for fiscal year (t). This variable was measured by preparing an
indicator a disclosure index of each dimension of the sustainability practices contained in the financial reports of
the banks sample of the study, so that each paragraph of disclosure shall take the value of (1) if disclosed by the
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bank, and (0) Otherwise. Then review the financial reports of the sample banks and identify the disclosure of
sustainability practices. The values of the disclosure clauses of sustainability practices for each bank and each
year of study were then aggregated and the total number of disclosure clauses as disclosed in the Sustainability
Disclosure Index was then divided to reach a level of sustainability practices for each bank and each year:

NoDSu;
LSuD = —*
TDS

Where:

LSuD;:: The level of disclosure of the sustainability practices for the bank (i) in period (t).

NoDusS;;: The number of items disclosed from sustainability practices for the bank (i) in period (t).

TDS: The total number of disclosure items for Sustainability Practices in the Sustainability Disclosure Index.
3.3.2 Dependent variables:

Share price (P): share price of bank (i) three months after the fiscal year end, on March 31 year (t+1).

Stock returns (R): is the return of bank (i) three months after the fiscal year end, on March 31 year (t+1).
The annual returns calculated based on monthly stock prices using this formula:

Rit= ((AdjustP;; - AdjustP;i)/AdjustP;

3.3.3 Control variables

Size (Siz): The size of the bank is measured using the natural logarithm of the total assets for the bank (i) in
period (t).

Leverage (Lev): The leverage is measured by the assets owned by non-shareholders for the bank (i) in period
().

3.4 Study Model

The research method used in this empirical investigation is regression analysis. Regression analysis is used to
assess the value relevance of a group of accounting measures, a choice exists between two perspectives. The
““‘measurement perspective’’ examines the association between accounting and market data, whereas the
“‘signaling perspective’’ inspects variations in market value following announcements of accounting information
(Hellstrém, 2006).

The study examines the value relevance of the importance of disclosing the sustainability practices of Jordanian
commercial banks using a panel data set over the period 2008-2018. To achieve the study objective, the study
presents an empirical methodology that consists of two steps as in the study of Miralles-Quirés et al. (2018), the
first step is to examine whether the information extracted from the financial statements (book value and earnings)
is associated with the share price. The second step is to add disclosure of the sustainability practices that
represent the other information, into the proposed regression model to analyze whether this information is
relevant in the process of forming long-term stock prices. The equations for the first two steps are the following:

Pit =dg+ o EPS; + a;BVPS; + a3 Sizi ta, Lev; + &
Pit=0oo++ 0 EPS; + @,BVPS;; + a3 LSUD;; + a4 Sizi¢ +as Lev ¢ + &4
Where:

Pit : share price of bank (i) three months after the fiscal year end, on March 31 year (t+1).
EPS;; : reported earnings per share of bank (i) at the end of the year (t).

BVPS;; : reported book value per share of bank (i) at the end of the year (t).

LSuD;:: The level of disclosure of the sustainability practices for the bank (i) in period (t).
Siz;.: The natural logarithm of the total assets for the bank (i) in period (t).

Lev.: Total liabilities of the bank (i) in period (t) / Total assets of the bank (i) in period (t).
&1 - 1S the error coefficient of bank (i) in period (t).

And to test the second hypothesis Ho-2 using the return model, we use Return model developed by Easton and
Harris (1991), and estimate a multiple regression model:

Ri,t =0+ p1Earnit+ p2AEarniit+ B3 Sizi,t+ 4 Levit+
10 3)
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Rit=p0+ PlEarnit+ P2AEarnit+ B3 LSuDit+ B4 Sizit+ p5 Lev it
+gi,t SRR (- )

Where:

Ri: : returns of a bank (i) three months after the fiscal year end, on March 31 year (t+1) it is computed using the
following formula:

Rit= ((Piy -Pit+1)+DPS)/Pit1

Earn;; : EPS of bank (i) for year (t) over the year end (t-1) price.

A Earn;; : change in EPS of bank (i) over the year end (t-1) price.

LSuDj: The level of disclosure of the sustainability practices for the bank (i) in period (t).
Siziy: The natural logarithm of the total assets for the bank (i) in period (t).

Lev;.: Total liabilities of the bank (i) in period (t) / Total assets of the bank (i) in period (t).
&1 - 1S the error coefficient of bank (i) in period (t).

4. Results

4.1 Descriptive Statistics

Table (1) presents the descriptive statistics of the independent variable and the dependent variable as well as the
control variables for the period (2008-2018)

Table 1. Descriptive statistics

Variable Mean Max  Min  Stdev.

Share price of bank P(JOD) 411 940 122 3.22
Return of bank R% 0.343 299 -994 242
Book value per share(JOD) 385 589 217 1.79
Earnings per share 022 094 -0.01 0.16
Change in earnings per share% -0.49 43.90 -28.70 9.13
Size (logarithm) 21.17 2291 19.22 0.80
Leverage% 85.67 90.93 78.04 271

Sustainability disclosure% 16.34 67.06 11.76 11.30

Table 1. Shows that the mean for the level of disclosure of sustainability practices in Jordanian commercial
banks (16.34%) during the period (2008-2018). The value of the standard deviation and the difference in
maximum values indicate a difference between commercial banks in the level of disclosure of sustainability
practices. The results indicate that there is a wide gap between Jordanian banks in the level of disclosure of
sustainability practices. This may be due to the fact that some banks publish a special report on all their
sustainability practices, while many banks have not done so.

The standard deviation (11.30), the maximum during the period (67.06), while the minimum (11.67%). And the
mean of share price of the banks in the sample is (4.11) with a standard deviation of (3.22). The mean of Return
of the banks in the sample is (0.343) with a standard deviation of (2.42). The mean of Book value per share of
the banks in the sample is (3.85) with a standard deviation of (1.79). The mean of Earnings per share of the
banks in the sample is (0.22) with a standard deviation of (0.16). And the mean of change in earnings per share
of the banks in the sample is (-0.49) with a standard deviation of (9.13).

4.2 Multicollinearity Test

To test the existence of multicollinearity phenomena between model variables, Pearson correlation coefficients
calculated between independent (predictor) variables, the results of testing multicollinearity between
independents variables are explained by correlation matrices as follows:

80



mas.ccsenet.org Modern Applied Science \ol. 13, No. 9; 2019

Table 2. Correlation Matrix

Variable 1 2 3 4 5 6
1 Book value per share 1.00
2 Earnings per share 0.782 1.00
3 Change in earnings per share -0.205 0.697 1.00
4 Size 0.777 0.347 0.112 1.00
5 Leverage -0.485  -0.406 -0.388 0.759 1.00
6 Sustainability disclosure 0.091 0.176 0.227 0.389 -0.472 1.00

The above table shows that maximum value of correlation coefficient (0.782) occurred between (book value per
share & earnings per share), this value may indicate there is no multicollinearity problem, otherwise the values
were less than or equals (30.782), which means there were no perfect relationship between variables. In the
statistical literature the value (0.80) and more considered as an indicator of multicollinearity existence (Gujarati,
2004).

4.3 Regression Analysis
Table 3. The regression analysis for the first and second models

Share price of bank P Model 1 Model 2
Intercept 13.862*** 13.300***
(0.00) (0.00)
Book value per share 6.526 4.082
(0.30) (0.450)
Earnings per share 0.389*** 0.382**
(0.00) (0.01)
Size -0.164*** -0.130***
(0.00) (0.00)
Leverage -0.533** -0.808***
(0.03) (0.00)
Sustainability disclosure 0.890***
(0.00)
Adjusted R? 0.210 0.308
F value 9.154 12.174
p-value 0.000 0.000

The above table reports that adjusted R Square for the first model, equal to (0.210), which means that about
(21.0%) of the variation in share price of bank (P) is explained by first model. The significance value of the F
statistic (F=9.154) is (Prob F = 0.000) less than 0.05, which means that the effect of independent variables
aggregated is significant. Moreover, adjusted R Square reached to (0.308) by adding (sustainability disclosure)
which means that about (30.8%) of the variation in share price of bank (P) is explained by second model. Also,
the significance value of the F statistic (F=12.174) is (Prob F = 0.000) less than 0.05, which means that the effect of
independent variables aggregated is significant. This refers to the relevance of information implied in
sustainability disclosure, and it reflect on stock market and share price of bank (P).
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This result can be explained by the Signaling Theory, which assumes that information is inconsistent between
the management of the company and parties interested in the information, and considers that the information
disclosed gives investors an indication of the company's past, current, and future performance and helps them in
the decision-making process (Connelly et al.,, 2011). That companies aim to reduce inconsistencies in
information and to indicate the quality and real value of companies by providing more information to parties that
lack information by increasing the level of sustainability disclosure. The increase in the level of sustainability
disclosure also provides a signal that will help financial analysts to predict and assess the future profits of
companies and provide financial market customers with reports on the quality and value of companies. This is
consistent with Benjamin & Stanga (1977), who argues that the impact of corporate disclosure on investment
decisions in financial markets. As well as the result of Spero (1979), whose believes that increased level of
disclosure affects investor decisions and increases the liquidity of stocks. Also Eizentas et al. (2012), who also
found the value of information important in investment decisions for traders in financial markets. However, this
finding is inconsistent with Moneva and Ortas (2008), where there is no direct correlation between sustainability
performance and stock valuation of a sample of European companies.

Table 4. The regression analysis for the third and fourth models

Return of bank R Model 3 Model 4

Intercept 0.077 -0.069**
(0.32) (0.04)

Earnings per share 0.018 0.028**
(0.25) (0.01)

Change in earnings per share 0.061** 0.064***
(0.03) (0.00)
Size -0.002 -0.001
(0.35) (0.23)
Leverage -0.050 -0.020
0.47) (0.53)

Sustainability disclosure 0.832**
(0.00)
Adjusted R? 0.158 0.306
F value 5.794 10.839
p-value 0.000 0.000

The above table reports that adjusted R Square for the third model, equal to (0.158), which means that about
(15.8%) of the variation in return of bank (R) is explained by third model. The significance value of the F statistic
(F=5.794) is (Prob F = 0.000) less than 0.05, which means that the effect of independent variables aggregated is
significant. Moreover, adjusted R Square reached to (0.306) by adding (sustainability disclosure) which means
that about (30.6%) of the variation in return of bank (R) is explained by fourth model. Also, the significance
value of the F statistic (F=10.839) is (Prob F = 0.000) less than 0.05, which means that the effect of independent
variables aggregated is significant. This refers to the relevance of information implied in sustainability disclosure,
and it reflect on stock market and return of bank (R).

The relationship between the level of sustainability disclosure and the market returns can be explained by several
assumptions and theories. Asset prices in the financial markets under the efficient market hypothesis reflect all
relevant information about these assets (Fama, 1970). Therefore, information disclosed by companies will affect
stock prices and is reflected directly in their market returns. In view of the Random Walk Theory, fluctuations in
stock prices will reflect both previous information and any future market events, so market returns are closely
linked to the level of sustainability disclosure provided by companies. The increase in sustainability disclosure
will increase the ability of investors in financial markets to predict future events, which will neutralize the
systematic behavior in the price chain, so the actual prices of securities will be randomly centered around
intrinsic value (Thicke, 2017). Hamrouni et al. (2015) argue that the increased circulation of corporate
information including sustainability information in the media and financial analysts' reports increases the level of
trading of shares in the financial markets, which has an impact on its stock market returns..
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The relationship between sustainability disclosure and market shares returns can be explained in the according to
Legitimacy Theory. This theory considers that sustainability disclosure is a means by which management can
influence the perceptions of society in the environment in which it operates, increasing community acceptance
and thus improving its financial performance, and increase the liquidity of its shares, which is reflected in their
market returns (Moerman, L & Van der, 2005). Which is also linked to Stakeholder theory. Stakeholders have a
great deal of control over the company's resources. Increasing the level of sustainability disclosure may improve
communication with stakeholders and improve their financial performance, reducing funding costs in relation to
Reduce staff costs for owners, increase customer loyalty, assist them in obtaining production inputs at the lowest
cost by improving their relationship with suppliers, and reduce the costs associated with regulators, which will
affect the revenue streams And the strength of its shares (Nielsen & Madsen 2009).

This finding is in line with what McGuire et al. (1988) arguing that the company's previous performance, which
is assessed by both stock market returns and accounting measures, is linked to CSR. And Jones et al. (2007),
which concluded that there is a strong correlation between disclosure of sustainability and equity returns. As well
as Mohammadi et al. (2018) who pointed out that the sustainability report is linked to market valuation of stock
prices, which is reflected in market returns.

5. Conclusions

There is considerable debate in the academic realm about whether corporate behavior in disclosing sustainability
practices is in line with shareholder interests. The interest of companies, shareholders and various stakeholders in
sustainability practices and their role in maintaining corporate growth and prosperity has increased, which is why
academic studies have grown that will decompose the impact of sustainability practices in stock markets.
However, most of the literature on corporate sustainability practices and value creation has been conducted in
developed countries and little is known about the impact of sustainability on equity prices and market returns in
emerging markets, including Jordan. It is, therefore, necessary to close this gap in the literature on sustainability
practices.

In this sense, the Jordanian situation was analyzed. Given its unique economic, natural and human resources, it is
particularly important to examine how investors assess the sustainability performance of Jordanian banks. More
specifically, we have contributed to increasing understanding of the advantages and disadvantages of investors to
consider corporate disclosure of sustainability practices by analyzing the impact of the disclosure of
sustainability practices in stock prices and market returns of Jordanian commercial banks during the period 2008
to 2018.

The results of the valuation analysis revealed that investors positively appreciate the disclosure of the
sustainability practices of Jordanian commercial banks listed on the Amman Stock Exchange. The analysis of the
study models (1) and (2) related to the prices of bank shares in the study sample revealed that the disclosure of
sustainability practices increases the explanatory power of the model from (21.0%) to (30.8%). The analysis of
the study models (3) and (4) related to the market returns of the banks in the study sample revealed that the
disclosure of sustainability practices increases the explanatory power of the model from (15.8%) to (30.6%).

These results have important implications for investment decisions in the ASE, as well as for the managers of
these banks and policymakers. This provides relevant information on the implications of share prices and market
returns as a result of the disclosure of sustainability practices in Jordanian commercial banks for consideration
by investors when making their investment decisions. Furthermore, we should note that investors are crucial
stakeholders and can exert a significant influence on the sustainability strategy of the companies they own.
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