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		Abstract

		We examine a large sample of EU and UK firms to investigate the impact of extreme high temperature heat spells on three common financial performance measures: the ratios of sales-to-assets, pretax profit margin, and return on assets. We posit and find that extreme temperature heat spells impact financial performance curvilinearly. While extreme heat spells in unusually hotter conditions degrade financial performance, the opposite is true for extreme heat spells in unusually cooler conditions. For the sample as a whole, the inflection point of the hump shape curve for the sales-to-asset ratio occurs at about 23ËšC. As an indication of economic impact, heat spells with average maximum temperatures of five degrees above 23ËšC result in a 2.0 percent decrease in the ratio of sales-to-assets, a 12.9 percent decrease in pretax profit margin, and a 7.7 percent decrease in return on assets. We also find that heat spells with maximum temperatures above 23ËšC associate with lower ESG scores and higher emissions in the future, suggesting that managersâ€™ actions to mitigate the risks of heat spells are limited at best. Our evidence of significant impacts supports calls by accounting policymakers for disclosure of the effects of acute weather events and the policies to manage them. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Extreme temperature, sales performance, profit margin, nonlinear impact, excess stock return, unlisted firms, heat spell response function

	
	

	
    

    
	

	
	
		JEL Classification: G14, Q51, Q54

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Griffin,  Paul A. and Lont,  David H. and Lubberink,  Martien Jan Peter, The Effects of Extreme Temperature Heat Spells on Financial Performance (July 13, 2023).  Available at SSRN: https://ssrn.com/abstract=4181024 or http://dx.doi.org/10.2139/ssrn.4181024 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Paul A. Griffin (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of California, Davis - Graduate School of Management  ( email )

			

			
			
				
				
				
					3102 Gallahger Hall
Davis, CA  95616
United States
(530) 752-7372 (Phone)
(425) 799-4143 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.gsm.ucdavis.edu/griffin/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David H. Lont

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Otago - Department of Accountancy and Finance  ( email )

			

			
			
				
				
				
					Box 56
Dunedin, Otago 9054
New Zealand
+64 3 479 8119 (Phone)
+64 3 479 8171 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.business.otago.ac.nz/acty/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Martien Jan Peter Lubberink

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Victoria University of Wellington - Te Herenga Waka - School of Accounting and Commercial Law  ( email )

			

			
			
				
				
				
					New Zealand
+64 4 463 5968 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      336

			

		
		
		
			Abstract Views

			    1,624

		

		
		 
		
			Rank

			  163,195

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       57 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,566

                                    

                                    
                                        PAPERS

                                           40,671

                                    

                                

                                
                            

                        

                    

                
	
                    Environmental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Environmental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              636

                                    

                                    
                                        PAPERS

                                           22,407

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Econometric Modeling: Agriculture, Natural Resources & Environmental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Agriculture, Natural Resources & Environmental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              628

                                    

                                    
                                        PAPERS

                                            5,986

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Intertemporal Firm Choice & Growth, Investment, Financing, & Capacity eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              573

                                    

                                    
                                        PAPERS

                                            6,916

                                    

                                

                                
                            

                        

                    

                
	
                    Other Accounting Research eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Other Accounting Research eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              354

                                    

                                    
                                        PAPERS

                                            2,382

                                    

                                

                                
                            

                        

                    

                
	
                    Environmental Law, Policy & Governance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Environmental Law, Policy & Governance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               71

                                    

                                    
                                        PAPERS

                                            3,047

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
