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		Abstract

		Demand for sustainability-related disclosures to complement financial disclosures is growing. The establishment of the International Sustainability Standards Board (ISSB), as well as its endorsement of principles underlying the Integrated Reporting (IR) Framework, attest to a regulatory intent to develop a disclosure framework better connecting sustainability-related financial disclosures with traditional financial disclosures. Strategic Reporting (SR), effective in the United Kingdom (U.K.) since 2013, is a prime example of such a framework. Utilizing proprietary data from PwC U.K., we find higher SR disclosure quality is associated with higher liquidity, lower cost of capital, and more accurate, less dispersed analysts’ forecasts. We then hypothesize and compare these impacts with the capital market effects of disclosure quality under the reporting framework preceding SR. We find that the effects of higher liquidity and lower cost of capital are more pronounced under SR. This suggests that SR, as a mandated, more connected reporting framework, enables more effective capital market communication. Further, we identify the type of entities benefiting most from this change to a more connected reporting framework. We find that the incremental capital market benefits are more significant in entities with higher exposure to the change, better sustainability performance and higher organizational complexity. 
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