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Introduction

companies that score well on ESG criteria 
are more likely to be sustainable, have 
lower risk and may perform better over 
the long-term

regulations to steer investors 
toward this goal 

ESG ratings make investor’s 
efforts measurable 

UN meeting 2015 in Paris
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Ideas from literature

Subcomponents of ESG 
were studied intensively

the environmental component 
(Fuerst and McAllister, 2011; 
Ferrell et al., 2016; Eichholtz et 
al., 2019a; Eichholtz et al., 
2019b, Morri et al., 2021; etc.)

the social component    
(Cannon and Vogt, 1995; Bauer 
et al., 2010; Geiger et al., 2016; 
Erol et al., 2021; etc.)

the corporate governance 
component                      
(Israelsen, 2005; Campbell et 
al., 2011; Lecomte and Ooi, 
2013; etc.)

less evidence on the overall analysis of ESG metrics
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Ideas from literature / contribution

Relationship between ESG ratings and the 

operational, financial and market performance of 

Public Real Estate Companies (PRECs)

Country Policies as an instrumental variable in a 

2SLS framework 

Reduce the concern of an endogeneity 

biased analysis
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Data

Data for 342 International PRECs between 2015 and 
2021

Data on ESG is obtained from Bloomberg Professional

Data on company characteristics are from S&P Global 
Market Intelligence Database

further data on control variables are compiled from 
Refinitiv Datastream
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Data

Market capitalization increased from 

approximately 47 billion U.S. Dollar in 

2015 to 110 billion U.S. Dollar in 2021

Key explanatory variables are:

Net operating income (NOI)

Funds from operations (FFO)

G&A expenses

Interest expenses

Tobin’s Q
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Data

ESG score

derived from the three corresponding 

subcomponents (E, S, and G)

calculated by the weighted average of the 

subcomponents

effects of each subcomponent separately 

are considered
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Descriptive Statistics   
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Method

Two-stage least squares approach (2SLS) is used

Instrument called Country’s Policy

SDG rating score

𝐸𝑆𝐺𝑖𝑡 = 𝛽0 + 𝛽CP 𝐶𝑃𝑖,𝑡 + σ𝑘=1
𝐾 𝑐𝑘𝑋𝑘,𝑖,𝑡 + 𝜀𝑖,𝑡  (1)

𝑦𝑖,𝑡 = 𝛽0 + 𝛽ෞ𝐸𝑆𝐺ෞ𝐸𝑆𝐺 + σ
𝑘=1

𝐾
𝑐𝑘𝑋𝑘,𝑖,𝑡 + 𝜀𝑖,𝑡  (2)
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Empirical Results
Panel A
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Empirical Results
Panel B
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Empirical Results
Panel C
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Empirical Results
Panel D
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Extension / Robustness

since not all PRECs have an ESG score, we conduct 

a Heckman correction based on a two stage model

Google Index as instrumental variable

mostly insignificant I.M. ratio is indicating a low 

likelihood of selection bias



15
Jan Muckenhaupt (TUM) | 29th ERES Annual Conference | Impact of Environmental, Social and Governance (ESG) on the 
Performance of Listed Real Estate Firms

Extension / Robustness
Panel A
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Extension / Robustness
Panel B
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Extension / Robustness
Panel C
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Extension / Robustness
Panel D
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Main findings

significant negative relationship between ESG 

scores and the operating performance and cost 

of debt

positive significant link between ESG scores and 

PREC’s firm value

similar effects for the subcomponents of ESG
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Thank you for listening!

Jan Muckenhaupt

29th ERES Annual Conference 

London, 12.07.2023
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