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Greenwashing is the practice of a firm providing stakeholders with misleading information 
about the environmental impact of its operations, products, or services. Merger and 
acquisition (M&A) deals offer an opportunity for a greenwashing firm to further cloak its 
greenwashing or embark on a genuine green transformation (“going green”). We study M&A 
deals and find that acquirers with higher levels of greenwashing acquire targets with higher 
relative ESG ratings but that the deals are associated with lower announcement-period 
returns. This result suggests that investors perceive the deal as evidence of further 
greenwashing rather than a green transformation. However, further analysis indicates that for 
longer post-deal windows, the acquirer’s level of greenwashing decreases. Together, these 
findings imply that, despite the market’s initial scepticism of the deal, there is evidence that 
acquirers eventually transform their business practices to “go green”. 
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