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MOTIVATION
Despite the growing global interest in ESG, including in
Thailand, which reflects the theory that high ESG scores
positively impact stock prices, the importance of ESG in
investment varies, and there is no definitive empirical
evidence

Friede et al. (2015) found a positive correlation between ESG and company
performance, particularly in North America and emerging markets. 
La Torre et al. (2020) concluded that the efforts of Eurostoxx50 companies
in terms of ESG commitments did not appear to affect their performance
in the European market. 
Garcia et al. (2017) discovered that profitability of firm assets was only
correlated with environmental performance among ESG performance
proxies, and companies with superior ESG performance were generally
less profitable in BRICS (Brazil, Russia, India, China, and South Africa)
markets. 
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MOTIVATION
The current empirical studies are inconclusive,
leading to ongoing debates on the importance of
ESG metrics in portfolio allocation, and there is no
consensus on the application of ESG in investment
management. 

Berg, Kölbel, and Rigobon (2022), one reason for the
lack of standard criteria for applying ESG scores is
the varying evaluation criteria among providers and
the differing processes for creating models to
calculate certain metrics for each aspect of ESG.
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MOTIVATION

Berg et al. (2022) interpret the divergence in ESG ratings as a
measurement error that diminishes the true effect of ESG
performance on stock returns in standard regressions. They
propose two noise-correction procedures, where ESG ratings
are instrumented with ratings from other ESG rating agencies,
similar to the classical errors-in-variables problem.
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We use data from three ESG rating
providers: Refinitiv, S&P Global,
and Bloomberg. Figure 2 presents
the average ESG scores for each
agency from 2015 to 2022. 
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Figure 1: Average ESG Scores on Thai Stocks for 2015-22 from Three ESG Rating Providers 
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Figure 1 (Cont’s): Average ESG Scores on Thai Stocks for 2015-22 from Three ESG Rating Providers 
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Attenuation Bias (Measurement Error)
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Figure 2: Average ESG Scores on 
Thai Stocks for 2015-22 from Three ESG
Rating Providers



PAGE: 10

•Comparison between Fixed Effects (FE)
and FE2SLS estimations.
•• Key findings: FE estimations show
attenuation bias, corrected in FE2SLS.
•• Instrumental validity tested with Over-
identifying Restrictions Test (OIR Test).
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 Refinitiv and S&P Global scores significantly predict stock returns with 2SLS.1.
 Bloomberg scores show lower significance.2.
 Noise-to-signal ratios indicate robustness of findings.3.
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• Noise in ESG ratings leads to measurement error, affecting statistical
analysis.
• Using multiple ESG scores as instruments improves the accuracy of ESG's
effect on stock returns.
• Recommendation for investors: Reference multiple ESG ratings for reliable
assessments.
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