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Abstract Main Result I: SDGs disclosing firms are on average higher valued and more profitable Main Result I111: ESG has only small influence on the impact of a firm’s SDGs performance on its value
o : : L : : : : . - L : . . : Impact of the Sustainable Objective Scores (1) (2) (3) 4) (5) (6)
The contribution to the 17 Sustainable Development Goals (SDGSs) represents the next generation of measures for the sustainability of firms. We are the first to Mean comparison of SDGs disclosure  SDGs disclosing firm  Non-disclosing SDGs firm Difference Standard error Observations and the ESG Performance Score on firm value Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q
study the impact of a firm’s SDG performance on its value using unique data on SDG-aligned products and services from more than 5,800 global firms. Comparing Tobin's Q 1.3730 1.2182 0.1548™* 0.0112 75,131 Alleviating poverty 0.117 011 -0.0081 .0.021 -0.090"* .0.014
firms that disclose their SDG performance to 25,800 non-disclosing firms reveals significant differences. We estimate an SDG disclosure-choice model and Total assets 22 5669 20.1344 2 4325 0.0198 51,063 (-3.68) (-3.29) (-0.25) (-0.59) (-3.11) (-0.40)
: . . : : - _ N . b e it e - Combating hunger and malnutrition -0.086™" -0.082™ -0.044™ -0.046™" -0.071™ -0.030™"
integrate the results into a firm-value model. Our results reveal the impact on firm value of specific SDGs; for example “combating hunger”, “attaining gender Net sales 20.4017 19.2459 1.1557 0.0439 45,401 (-8.81) (-8.82) (-3.71) (-4.02) (-7.45) (-2.69)
equality”, and “optimizing material use” have a significantly negative, whereas “ensuring health” and “mitigating climate change” have a significantly positive Book-to-market 0.6022 0.8116 -0.2093™ 0.0092 49,309 Ensuring health 0.059™* 0.054™ 0.025™ 0.029™ 0.051™ 0.019*
impact. The results remain robust after controlling for firms’ environmental, social und governance (ESG) scores and countries’ SDG performance. We recommend Return on assets 18.6039 16.1393 2.4646™ 0.0238 36,192 Delivering education égogi% _89(')4(')12)4 g2.00263 5)26523?? _88(')%82)0 E)167175)
including a firm’s SDG performance to more precisely assess its value. EBIT 19.8590 17.5106 2.3485 0.0208 40,539 (0.07) (-0.10) (0.92) (0.78) (-0.08) (0.52)
EBITDA 20.2177 17.8045 24132 0.0207 41,741 Attaining gender equality -0.023 -0.028 -0.29™ -0.28™ -0.035 -0.25™
_ : : - g o : - - Cash flow 19.8764 17.4108 2.4656™" 0.0220 39,723 (-0.14) (-0.19) (-2.00) (-2.00) (-0.25) (-2.08)
Keywords: Corporate finance, Firm value, Tobin’s Q, Non-financial disclosures, Sustainable finance, Sustainable Development Goals o 1o 3886 6 o - om0 19196 Providing basic services -0.062™ -0.045™ 0.0032 0.0023 -0.059™* -0.0024
JEL Classification: G14, G30, G32, Q56 ® | | | | ’ (-3.97) (-2.96) (0.17) (0.13) (-3.95) (-0.14)
R&D 18.0635 15.6199 2.4437 0.0349 21,378 Safeguarding peace -0.065™ -0.043 -0.042 -0.024 -0.029 -0.0035
Dividends 0.0693 0.0506 0.0187" 0.0006 51,317 o _ (-2.15) (-1.50) (-1.18) (-0.69) (-0.99) (-0.10)
Moti ion: S inabili he SDG d fi - Achieving sustainable agr. and forestry -0.0079 0.00031 0.0046 0.012 0.0038 0.013
otivation: Sustainapility, the S and Tirms Leverage 0.6702 0.6147 0.0555 0.0089 49,467 (-0.23) (0.01) (0.12) (0.33) (0.12) (0.38)
Institutional ownership 0.6779 0.3754 0.3025™ 0.0033 83,911 Conserving water -0.067" -0.052" -0.048™ -0.025 -0.053™" -0.016
s ot SRR S Individual investors 0.0466 0.1233 -0.0767" 0.0019 68,084 (-3.55) (-2.90) (-2.27) (-1.19) (-3.04) (-0.81)
@) POVERTY AND WELL BEING EDUCATION EQUALITY Contributing to sustainable energy use -0.0095 0.00040 -0.028 -0.015 -0.0088 -0.018
SUSTAINABLE 1 (-0.47) (0.02) (-1.34) (-0.72) (-0.47) (-0.95)
DGWE!;‘KMENST I!!' ' Let us consider the differences between firms that provide SDGs information and those that do not. For this purpose, we perform two mean comparison tests. First, we find Promoting sustainable buildings _0.073™* _0.072* -0.0089 -0.017 0.042™ _0.0055
“ that firms that disclose SDGs information have a significantly higher Tobin's Q than non-disclosing firms. Furthermore, they are significantly larger and have higher net R _ ('4-2‘2* ('4-39*)* (-0-512* (-1.002* (-2.58*1* (-0.34*1*
Optimizing material use -0.085 -0.12 -0.068 -0.074 -0.078 -0.082
CLEAN WATER DECENT WORK AND INDUSTRY, INNOVATION 1 REDUCED sales on average. Firms disclosing SDGs information are more profitable, having a higher return on assets, a higher EBIT and a higher EBITDA. In contrast, we find that (-3.10) (-4.64) (-2.27) (-2.56) (-3.14) (-3.18)
AND SANITATION ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES _ _ _ _ _ _ _ _ _ Mitiaating climate change 0.043" 0.028 0.045™ 0.035" 0.043™ 0.037"
A non-disclosers tend to have a higher book-to-market ratio. When looking at other financials, the disclosers also have higher cash flows, cash holdings and pay more gating g ('2 14) (i 43) (é 35) (i 88) (é 33) (é 13)
4 = ) dividends. They also spend more on research and development and have a higher leverage ratio. Looking at their ownership structure, firms disclosing SDGs information are Preserving marine ecosystems -o_llo** -o_i1*** 0.646 0_632 _0_694** 0_621
owned by a higher proportion of institutional investors than individual investors. We conclude that firms disclosing SDG data are fundamentally different from non- _ _ ('2'462* ('2'782* (1'16)** (0.83) ('2'27)* (0.55)
Preserving terrestrial ecosystems -0.032 -0.033 -0.036 -0.024 -0.025 -0.019
CLIMATE LIFE PEACE, JUSTICE PARTNERSHIPS ' ' is di ' ' isi ' ' ' is di i indi - i ' } } - i} - _
1 cLAT 1 B WATER 1 N AT 1 PARTHERSHIPS disclosing ones, and that this difference may influence its decision to disclose SDGs information Moreover, this difference is an indicator for a self-selection bias that can f ( 2_02*)** ( 2_1;32** ( 2_302) ( 1_24212* ( 1.;82* ( 1_48
UL have a distorting influence on the estimation of a firm-value model. ESG performance score 0.0046 0.008 -0.00020 0.00 0.0023 0.00
@ (4.98) (8.08) (-0.23) (2.19) (2.53) (1.42)
.!: . - . - . . Controls yes yes yes yes yes yes
Main Result 11: Specific SDGs have a significant impact on firm value Country fixed effects no yes no yes no yes
Industry fixed effects no no yes yes no yes
Source: UN (2020) : L Heck
Impact of the Sustainable Objective Scores (1) (2) (3) (4) (5) (6) eckman no no no no yes yes
“I believe we are on the edge of a fundamental reshaping of finance. ” (Larry Fink, 2020) on firm value Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q Tobin’s Q adj. R? 0.44 0.51 0.56 0.60
Alleviating poverty -0.11™ -0.10™* -0.0086 -0.015 -0.087"* -0.010 within R® 0.45 0.34 0.33
Beyond achieving a global climate policy to successfully combat climate change as expressed in the Paris Agreement, the world agreed on adopting the Sustainable _ N (-3.48) (-3.04) (-0.26) (-0.44) (-3.02) (-0.30) log ||keI|hoo_d -10,791 -10,113
_ N Combating hunger and malnutrition -0.087" -0.084"™ -0.044™ -0.047™ -0.072™ -0.030™ Wald test of independence 3,615 6,389
Development Goals (SDGs) outlined by the UN in 2015. Their introduction marks the challenging start of a worldwide societal and economic transition towards a (-8.97) (-9.03) (-3.71) (-4.05) (-7.52) (-2.70) p-value 0.00 0.00
sustainable future. Despite the fact, that the 13th objective of the SDGs is to take urgent action on climate change and its impacts, there is no formal Ensuring health 0.063" 0.060™ 0.025™ 0.030™ 0.052" 0.020" N 4,418 4,412 4,417 4,411 14,861 14,861
_ _ (10.50) (10.43) (2.05) (2.57) (8.96) (1.80) N uncensored 4,269 4,269
interrelationship between the SDGs and the Paris Agreement. However, both agendas intersect in many ways. But the SDGs are encompassing also diverse Delivering education 0.012 0.016 0.028 0.028 0.0029 0.017
objectives as the fight against poverty, hunger and inequality who may be in dispute over the fight against climate change. As the SDGs primarily target states and INTef . m (()O(.)%%)l 0(866037)8 (829912* ((()32952* (83523 (826522* We can show that the firm’s ESG score has a positively significant effect in four out of the six model specifications. Only if industry fixed effects are included in the
aining gender equality -0. : -0. -0. -0. -0. - - - - - - - cinnifi
the public sector, not all of the goals are relevant for firms; however SDG 17 does aim to strengthen and revitalize partnerships between governments, the private (-0.05) (0.01) (-2.00) (-1.99) (-0.20) (-2.07) panel regression and If both industry and country fixed effects are included in the Heckman correction modef do the effects become non-significant. Let us now
sector and civil society in building sustainable development. Indeed, it is essential to incorporate corporations and capital markets into efforts to achieve the 17 Providing basic services '(()-2579;* '(2-2461;;* (2002%1 2002%3 _?lg587;* (0(;)21? examine the impact of the ESG measure on the SOSs. We see that no sign changes were induced nor were there any shifts in significance. The magnitude or
SDGs for sustainable development by 2030. Safeguarding peace -0.663** —0.637 —O..042 -O..025 -0.628 _0.0'045 significance of the impact of individual SOSs on firm value were only marginal. Overall, we therefore conclude that SDGs and ESGs essentially measure different
(-2.08) (-1.28) (-1.17) (-0.73) (-0.95) (-0.13) dimensions of sustainability — conduct versus product dimension — and have a heterogeneous impact on firm values.
This insight is currently gaining ground in capital markets. Ever more asset managers consider SDGs to be an important investment aspect and plan to integrate Achieving sustainable agr. and forestry 0.0071 0.018 0.0038 0.019 0.010 0017
SDGs into their investment processes. Many investors are currently exploring how to embed the goals into their ESG frameworks. SDGs have thus become a (0.2) (0.55) (0.10) (0.51) (0.33) (0.49) Key Takeaways
highly relevant investment ideration. The Global Impact Investing Network states in its 2019 whitepaper that over 1,340 active impact-investing organizations Conserving water 0058 0038 0048~ 0023 0.049° 0015
[ relevant investment consideration. vesti W ini whi ver 1, ive i -investi izati i j i ] i ] _ _ _
o o _ (-3.11) (-2.11) (-2.29) (-1.12) (-2.81) (-0.76) = The SDG performance of a firm has an impact on its value
across the world intend to achieve positive changes towards sustainability goals. These organizations collectively manage USD 502 billion in investments. In Contributing to sustainable energy use -0.0075 0.0020 -0.028 -0.013 -0.0078 -0.017
o . o _ ) _ ) ] _ ] ] _ (-0.37) (0.10) (-1.35) (-0.67) (-0.42) (-0.92) = The Sustainable Objective Scores “combating hunger”, “attaining gender equality”, & “optimizing material use” have a significantly negative impact on firm value
addition, 29% of the Principles of Responsible Investment (PRI) signatories mentioned SDGs in their 2019 PRI reporting. Beyond this, data providers are Promoting sustainable buildings _0.065™* -0.059** -0.0095 -0.011 _0.038"* -0.0016 e Sustainable Obrective § ) e . N o o |
addressing SDGs by adding such data to their databases and conducting respective analyses. For example, MSCI recently analyzed the alignment of all 1,600 (-3.76) (-3.56) (-0.56) (-0.64) (-2.31) (-0.10) 7 The SUsaInabie Dbjective scores “ensuring health-and “mitigating climate change - have a significantly positive mmpact on firm vatue
Optimizing material use -0.067" -0.088™" -0.068™ -0.070™ -0.070™ -0.079™ inabili : ot
constituents of the MSCI World Index with SDGs by providing a detailed overview of listed firms’ status with regard to each SDG. > . ) i ) ) ] i © ESG and SDGs performance are correlated, but only together they can represent the sustainability of a firm holistically
(-2.46) (-3.38) (-2.28) (-2.45) (-2.82) (-3.10)
. : : : : : . _ Mitigating climate change 0.047* 0.036" 0.045™ 0.037 0.045™ 0.038™ . . . .
In the last years, many investors are exploring how to embed the SDGs into their ESG frameworks. Until recently, an investor has focused primarily on establishing (2.33) (1.87) (2.35) (1.98) (2.42) (2.19) Impllcatlons for Investors: Integratlon of a SDGs framework into asset Management
ESG policies and processes and providing basic reporting, either qualitative or through a selection of ESG-related KPIs. However, when measuring a firm’s Preserving marine ecosystems -0.11™ -0.12™ 0.046 0.029 -0.097* 0.018
T : . L : L -2. -3. : : -2. . “ Fi ligning thei i in SDGs h higher Tobin’
sustainability, the investor limits his/her assessment to the conduct dimension of sustainability. When an investor wants to look also at the sustainability of a firm’s : : (2 57)* (3 01)* (1 17)** (0.75) (2 35)* (0-50) irms aligning their products and services towards certain SDGs have a higher Tobin's Q
Preserving terrestrial ecosystems -0.030 -0.030 -0.036 -0.024 -0.024 -0.020 | ¢ llocate thei ital t ds fi ith a hiah SDG perf 0 achi holisti tainabilit ;
product and services, the SDGs allow him to measure their impact towards achieving sustainability targets that have been globally agreed and quantitatively (-1.88) (-1.94) (-2.30) (-1.55) (-1.69) (-1.41) NVESLors can atiocate thelr capital towards Tirms with a hig performance o achieve a more holIStic sustainabiiity performance
defined. By considering this product dimension, the investor can therefore obtain a more holistic picture of the sustainability of a firm. Controls yes yes yes yes yes yes  An integration of a SDGs framework into asset management Is the next step to combine sustainability and sustainable financial performance
Country fixed effects no yes no yes no yes ] ] ] ]
S : Industry fixed effects no no yes yes no yes Conclusion: SDGs performance can also be financially rewarding
Contribution: Impact of SDGs on firm value Heckman no no no no yes yes
) ) ) ) ) ) ) o adj. R? 0.44 0.50 0.56 0.60 Our findings reveal that certain SDG-aligned products and services have a significant impact on the value of a firm. We provide some first insights into why firms
Discuss the differences between SDG information disclosing and non-disclosing firms within R2 0.44 0.34 0.33
log likelihood ' ' ' 10.794 10.114 disclose SDG data and how they differ from non-disclosing firms. Overall, we contribute to a better understanding of the relationship between SDGs and firm values,
~ Analyze the impact of different SDG performance measures on firm value 0g TIkelinooc LY, "LV, o _ _ _ _ _ _
Wald test of independence 3,593 6,376 even after considering a firm’s ESG performance. Our results encourage asset managers, investors and firms to contribute to SOSs and achieve a high and tangible
= Provide first insights into the relationship between ESG and SDGs in a corporate finance analysis - L . . : : - . . : :
J g P y Rlvalue 4418 4412 4417 4411 12?3)21 12.321 sustainability performance, which can also be financially rewarding. Our findings give rise to the question, to what extent firms should offer SDG-aligned products
Help investors to consider SDGs In their investment decisions to achieve not only a more holistic sustainability but also better financial performance N uncensored 4,269 4,269 and services in order to both improve their overall sustainability performance and to generate a higher firm value. We show that currently the engagement of a firm
. - . : _ _ towards SDGs has a significant impact on the firm value only with regard to a few, mostly also materially important, SDGs. We state that a firm achieves a more
Data: Sustainability and Financial Data Disclosure-choice Model » o e o o o . .
holistic sustainability performance if, in addition to aligning its organization with ESG criteria, it also includes sustainable products and services. Nevertheless, the
Sustainable Development Objectives and Descriptive Statistics SDG Mean Standard Deviation Disclosing SDGs; = a; + By; Size; + Pz Value; + f3; Profitability; + fa; Leverage; + Bs; Dividends; + fie; Sector disc.proportion; 1) sustainability of a firm also depends on the economic sustainability of its business. Here it is important to pay attention to which SDGs represent a profitable firm
Sustainable Development Objectives 0.34 3.74 + By, Institutional investors; + fg; Individual investors; + fq; Reporting databases; + &; policy and which ones can only be become so through new framework and market conditions. Indeed, some SDGs may be met more efficiently through philanthropic
Social Objectives 0.7 289 tion than through interventions in markets. Overall t i f h and societ ly how the fulfillment of SDGs can b ted
Alleviating poverty SDG 1 .0.02 0.42 Firm Value Model: action than through interventions in markets. Overall, some questions remain open for research and society, namely how the fulfillment o s can be promote
Combating hunger and malnutrition SDG 2 -0.19 1.22 (2) efficiently from the point of view of both firms and capital markets.
Ensuring health SDG 3 0.56 2.64 Tobin's Q; = a; + B; SDG; + y; Controls; + 6; FE; + 6; Heckmann; + ¢;
Delivering education SDG 4 0.05 0.52
Attaining gender equality SDG 5 0.01 0.20 Acknowledgements & References
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