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Abstract: This study investigates the impact of corporate governance (CG) and 
sustainable development goals (SDGs) practices on financial markets and company 
performance in Malaysia compared to developed countries like the United States, United 
Kingdom, Canada, and Singapore. The study uses panel data regression models to analyse 
the impact of CG and SDG adoption on stock return, volatility, investor sentiment, 
profitability, liquidity, and solvency from 2017 to 2021. The findings show that CG and 
SDG practices have a positive impact on financial market and company performance in 
both developed and developing countries. However, the strength and specific variables 
of the relationship differ depending on the country context. In developed countries, 
board responsibilities, remuneration, engagement with stakeholders, SDG4 (Quality 
Education), and SDG10 (Reduce Inequalities) are positively associated with stock return. 
In contrast, audit committee effectiveness and SDG8 (Decent Work and Economic 
Growth), SDG11 (Sustainable Cities and Communities), and SDG13 (Climate Action) 
are significant in Malaysia and Singapore. The study emphasizes the significance of 
context-specific factors in determining the effect of CG and SDG practices on financial 
market and company performance. It recommends Malaysia learn from developed 
countries’ best practices and adopt a tailored approach to implementation based on its 
country context.
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1. Introduction

Corporate governance (CG) and Sustainable Development Goals (SDGs) 
practices are essential for ensuring the transparency and sustainability of 
publicly listed companies (PLCs) (Chien, 2023). In Malaysia, CG and SDGs 
have gained increasing attention, with the Securities Commission (SC) 
revamping the Malaysian Code on Corporate Governance (MCCG) 2017 to 
require separate CG reporting from annual reports. In 2015, Bursa Malaysia 
introduced sustainability reporting along with the SDGs developed by the 
United Nations (UN). Despite these developments, Malaysia still faces 
challenges in aligning its CG and SDG practices with those of developed 
countries, such as the United Kingdom (UK), United States (US), Canada, 
and Singapore.

The impact of CG and SDG practices on the financial and stock market 
performance of Malaysian PLCs is uncertain despite their importance for 
the country’s development (Buniamin et al., 2022). Previous studies have 
focused on the MCCG 2012 and sustainability reporting, overlooking the 
significance of PLCs in implementing the best practices of CG and SDGs 
(Hamad et al., 2022). Some have argued that adopting CG and SDGs may 
lead to poor performance for Malaysian PLCs due to higher compliance 
costs, but further empirical testing is necessary to confirm these claims (Lau 
& Wong, 2022). The current framework for CG and sustainability reporting 
in Malaysia may not be adequate for a rapidly changing global economy. 
Enhancing the framework to promote better CG and SDG practices can 
benefit Malaysian PLCs by improving their access to capital, enhancing 
their reputation, and strengthening their ability to compete globally (Sadiq 
et al., 2023).

Sustainable investing is an increasingly important trend in the 
global financial market. According to the Global Sustainable Investment 
Alliance, as of 2020, sustainable investing assets have reached $35.3 
trillion, accounting for 36% of total assets under management in major 
markets (GSIA, 2021). This trend has also been observed in Malaysia, 
where sustainable investing is gaining traction among investors who are 
increasingly conscious of environmental, social, and governance (ESG) 
issues (Khan et al., 2023). Incorporating green or sustainable investing 
strategies into corporate governance practices and aligning with the SDGs 
can create value for companies by attracting more socially responsible 
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 investors, improving their long-term financial performance, and promoting 

sustainable economic growth (Jamil et al., 2021).
While Malaysia has made significant strides in promoting CG and 

SDGs, there is still a gap between the country and developed countries in 
terms of best practices (Bose & Khan, 2022). Identifying the best practices 
that can help Malaysian PLCs improve their financial performance is 
critical for achieving sustainable economic growth and promoting investor 
confidence (Sekarlangit & Wardhani, 2021). The lack of empirical 
evidence on the impact of CG and SDGs on the financial and stock 
market performance of Malaysian PLCs compared to developed countries 
creates uncertainty and limits the ability of policymakers, regulators, 
and practitioners to develop effective strategies for improving corporate 
governance and sustainability practices (Joseph et al., 2019).

Therefore, this study aims to investigate the impact of CG and SDGs on 
the financial and stock market performance of Malaysian PLCs compared 
to publicly listed companies in developed countries. The comparison 
with developed countries is important as it can provide insights into best 
practices for enhancing CG and SDG practices in Malaysian PLCs and 
can assist policymakers, regulators, and practitioners in improving CG 
and sustainability reporting framework. Additionally, understanding the 
gap between Malaysia and developed countries in terms of CG and SDG 
practices can help Malaysian PLCs become more competitive globally and 
attract more foreign investment.

The remaining sections of this paper are structured as follows: The 
second section examines the related literature. The methodology and 
estimated models are described in Section 3. Section 4 contains the findings 
and analysis. Section 5 concludes with a summary, implications, limits, and 
suggestions for further research.

2. Literature Review

2.1 Sustainable investing

Sustainable investing, also known as socially responsible investing, has 
gained increasing attention in recent years as investors seek to align their 
investment decisions with their values and beliefs (Zaman et al., 2022). 
Sustainable investing incorporates ESG factors into investment decisions 
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to promote sustainability and societal benefits while generating financial 
returns (Azhgaliyeva et al., 2019). The concept of sustainable investing dates 
back to the 18th century when the Quakers prohibited investments in the 
slave trade and related industries (Salin et al., 2019). However, sustainable 
investing gained momentum in the 1960s with the rise of socially responsible 
investing, which involved excluding certain industries, such as tobacco and 
weapons, from investment portfolios.

Over the past few decades, sustainable investing has evolved to include 
a broader range of strategies, including ESG integration, impact investing, 
and engagement (Azmi et al., 2020). ESG integration involves incorporating 
CG and SDGs into investment decisions to identify risks and opportunities 
that may impact the long-term financial performance of companies (Sládková 
et al., 2022). Impact investing involves investing in companies or projects to 
generate measurable social and environmental benefits alongside financial 
returns (Global Impact Investing Network, 2021). Engagement involves 
actively engaging with companies on CG and SDGs to promote positive 
change. 

The relationship between sustainable investing and financial 
performance has been a topic of debate in the literature. Some studies have 
found a positive relationship between sustainable investing and financial 
performance, suggesting that companies with strong CG and SDG practices 
may have better financial performance than those without (Loh et al., 2017). 
Other studies have found mixed or inconclusive results, suggesting that the 
relationship may be more complex and context-dependent (Shahbaz et al., 
2022). 

One potential explanation for the mixed findings is that sustainable 
investing may have different impacts on different dimensions of financial 
performance, such as risk and return (Brooks & Oikonomou, 2018). Some 
studies have found that sustainable investing may help reduce risk by 
identifying and managing CG and SDG risks that may impact the long-term 
financial performance of companies (Puaschunder, 2019). Other studies 
(see for example, Amacha & Dastane, 2017) have found that sustainable 
investing may not compromise financial returns, or may even enhance them, 
by identifying companies with long-term growth potential and innovative 
business models.

The literature suggests that sustainable investing can improve long-term 
financial returns and reduce risks for investors. While developed markets 
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 have been at the forefront of sustainable investing, emerging markets, such 

as Malaysia, are also increasingly adopting sustainable investing practices. 
However, there are still challenges to be addressed, including the lack of 
standardised CG and SDGs metrics and the need for better disclosures in 
emerging markets, including Malaysia.

2.2 Corporate governance and SDGs

CG and SDGs are two important practices that contribute to ensuring the 
transparency and sustainability of PLCs. The adoption of these practices is 
crucial in shaping a nation’s social and economic development. However, 
the impact of these practices on the financial and stock market performance 
of Malaysian PLCs is still unclear. 

Several theoretical frameworks suggest a positive relationship between 
CG, SDGs, and financial market and company performances. Agency theory 
proposes that good CG practices can reduce agency problems between 
managers and shareholders, leading to improved financial performance 
(Alsayegh et al., 2020). Stakeholder theory argues that CG practices that 
consider the interests of all stakeholders can lead to improved financial 
performance (Franco & Sethpornpong, 2022). Similarly, the adoption of 
SDGs can lead to improved financial performance according to the resource-
based view theory, which suggests that sustainable practices can lead to a 
sustainable competitive advantage for companies (Van der Waal & Thijssens, 
2020). Legitimacy theory also argues that companies seen as legitimate by 
society due to their sustainable practices can benefit from improved financial 
performance (Bose & Khan, 2022).

Theoretical frameworks suggest a complex relationship between CG, 
SDGs, and financial performance, but some argue this may be context-
dependent (Bose et al., 2022). Further empirical testing is needed, 
particularly for Malaysian PLCs. Recent developments in CG and SDGs 
in Malaysia include the MCCG 2017 requiring separate CG reporting and 
Bursa Malaysia introducing SDG-aligned sustainability reporting. However, 
aligning with developed countries like the UK, US, Canada, and Singapore 
remains a challenge. Adopting SDGs can positively impact financial and 
company performance, as shown by Buniamin et al. (2022) and Hamad et 
al. (2022), who found that higher SDG compliance correlated with better 
financial returns and profit margin.
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The practices of CG can differ significantly across countries due to 
differences in regulatory frameworks, legal systems, and cultural norms. 
In developed countries, such as the UK, Singapore, Canada, and the US, 
the adoption of good CG practices is widespread, and there are established 
frameworks for enforcing these practices. In contrast, in developing countries 
like Malaysia, the adoption of CG practices has been relatively recent, and 
the regulatory frameworks are still evolving (Escrig-Olmedo et al., 2019). 
Despite these differences, there is a growing interest in comparing the CG 
practices in Malaysia and developed countries. 

Some studies have explored the link between CG and financial 
performance in developed countries. Mattera et al. (2021) showed that 
investors value companies’ social and environmental behaviour as material 
for investment decisions, while Kara et al. (2021) argued that better CG and 
SDG practices among Canadian firms reduce debt financing costs. Muhmad 
and Muhamad (2021) found that Singaporean PLCs with better CG and 
SDG practices have higher cash flow and valuations than private sector 
companies. However, limited empirical evidence exists on the impact of CG 
and SDGs on the financial and stock market performance of Malaysian PLCs 
compared to developed countries. 

This study aims to examine the impact of CG and SDGs on the financial 
and stock market performance of Malaysian PLCs compared to developed 
countries such as the UK, US, Canada, and Singapore. While several 
theoretical frameworks suggest a positive relationship between CG, SDGs, 
and financial performance, the literature is mixed on the extent of this 
relationship. Additionally, limited empirical evidence exists on the impact of 
CG and SDGs on Malaysian PLCs’ financial and stock market performance 
compared to developed countries. Based on the above discussion, this study 
proposes the following hypotheses and research framework:

H1: There is a positive relationship between corporate governance 
practices and sustainable development goals on financial and stock 
market performances. 

H2: The level of compliance with corporate governance practices 
and sustainable development goals is higher in developed countries, 
such as the UK, US, Canada, and Singapore, compared to Malaysia.
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 H3: The positive relationship between corporate governance 

practices and sustainable development goals on financial and stock 
market performances is stronger in developed countries, such as the 
UK, US, Canada, and Singapore, compared to Malaysia.

3. Methodology

3.1 Data and sampling

This study selected PLCs as of 31 December 2021 in Malaysia, the US, 
UK, Canada, and Singapore. PLCs refer to companies whose shares are 
available for trading on the stock exchange and are owned by the general 
public. The criteria for selecting the PLCs included the following: (1) stocks 
must have been listed before 1 January 2017 and remained in listing status 
as of 31 December 2021, (2) only stocks were included, and other non-stock 
securities such as warrants and ETFs were excluded.

The total number of PLCs in Bursa Malaysia (Malaysia Stock 
Exchange) is 927, out of which 825 companies met the selection criteria and 
were included in the study. The selection criteria for the other corresponding 
developed countries were as follows: US (New York Stock Exchange: 
1392 companies), UK (London Stock Exchange: 1215 companies), Canada 
(Toronto Stock Exchange: 1412 companies), and Singapore (Singapore 
Exchange: 429 companies).

To collect data on CG and SDGs compliance, this study gathered 
information from the disclosure of annual reports and corporate governance 
reports published yearly by each company on the stock exchange. To ensure 
consistency and accuracy in the classification of data, this study followed 
the guidelines and frameworks provided by international organisations, 
such as the United Nations Global Compact, Global Reporting Initiative, 
and Organisation for Economic Co-operation and Development (OECD). 
The SDGs were classified according to the 17 goals and their corresponding 
targets, while the CG components were classified according to the principles 
and codes set by each country's respective stock exchange or regulatory 
body. The research timeframe was from 1 January 2017 to 31 December 
2021. 

Although ESG is an important factor in sustainable investing, this study 
specifically examines the relationship between CG and SDGs and financial 
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and stock market performance. CG and SDGs are two essential components 
of sustainable business practices that are widely accepted and implemented 
across Malaysia and developed markets, providing a standardised framework 
for analysis. By focusing on CG and SDGs, this study aims to contribute to 
the understanding of how companies can integrate sustainable practices into 
their operations while achieving positive financial outcomes. The decision to 
narrow the scope of the study to CG and SDGs was made to ensure a clear 
and specific research focus and to enable a more comprehensive analysis of 
these critical components of sustainable business practices.

Figure 1 ranks Malaysia, the US, UK, Singapore, and Canada based on 
their progress in achieving the SDGs from 2017 to 2021, according to the 
Sustainable Development Report by the Sustainable Development Solutions 
Network. Malaysia’s ranking has dropped from 42nd in 2017 to 81st in 2021, 
indicating slower progress, but its score improved slightly from 60.2 to 60.4 
in 2021. The US, UK, and Canada have maintained relatively stable rankings 
with some score fluctuations, while Singapore improved slightly from 34th 
in 2018 to 31st in 2020 before dropping to 32nd in 2021.

Figure 1: Sustainable Development Rankings, 2017-2021
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Figure 1: Sustainable Development Rankings, 2017-2021 
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 3.2 Corporate governance and sustainable development goals

For CG practices, seven variables were selected based on the Malaysian 
Code of Corporate Governance, including Board Responsibilities, Board 
Composition, Remuneration, Audit Committee, Risk Management and 
Internal Control, Engagement with Stakeholders, and Conduct of General 
Meetings. The data for CG compliance was collected from the disclosure of 
annual reports and corporate governance reports published yearly by each 
company on the stock exchange. These reports contain information on the 
CG practices implemented by the companies, including their adherence to 
the MCCG 2017 guidelines. The data for other developed countries, namely 
the US, UK, Canada, and Singapore, was collected using similar methods, 
such as reviewing company annual reports and governance reports to seek 
similar disclosure on CG's seven variables. 

To measure the compliance of each variable, all CG components are 
proxied by a dummy variable, with 1 representing full compliance and 0 
representing partial or non-compliance. The practices used in this study are 
outlined in the MCCG 2017. Seventeen SDGs are selected based on the 
2030 Agenda for Sustainable Development outlined by the UN. A dummy 
variable is used to proxy for the adoption of SDGs, namely 1 as adoption and 
0 as non-adoption, based on the annual report and sustainability reporting 
disclosure. 

3.3 Panel data regression

This study uses panel data regression to analyse the influence of CG and 
SDGs on both the financial market and company performances. The financial 
market performance is proxied through three variables, namely stock return, 
volatility, and investors’ sentiment, while company performance is proxied 
through profitability, liquidity and solvency.

Panel data regression is chosen over ordinary least squares (OLS) 
regression because it captures cross-sectional and time-series analyses 
efficiently (Loang & Ahmad, 2023). The fixed-effect (FE) and random-
effect (RE) models are employed to address unobserved variables that may 
lie outside the scope of CG and SDG, increasing explanatory power. These 
models capture individual and time-specific unobserved variables, not 
possible with pooled regression, which only uses cross-sectional data and is 
less efficient (Bostanci et al., 2018). The regression equations are:



42 Ooi Kok Loang

Financial Market Panel Data Regression Model:

7 
 

𝐹𝐹𝐹𝐹𝑖𝑖,𝑡𝑡 =  γ0 + γ1𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ2𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ3𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ4𝐴𝐴𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ5𝐵𝐵𝑅𝑅𝑖𝑖,𝑡𝑡 +  γ6𝐸𝐸𝐸𝐸𝑖𝑖,𝑡𝑡 +  γ7𝐺𝐺𝑅𝑅𝑖𝑖,𝑡𝑡
+ γ8𝑁𝑁𝐹𝐹𝑖𝑖,𝑡𝑡  + γ9𝑍𝑍𝑍𝑍𝑖𝑖,𝑡𝑡 + γ10𝐺𝐺𝑍𝑍𝑖𝑖,𝑡𝑡 + γ11𝑄𝑄𝐸𝐸𝑖𝑖,𝑡𝑡 + γ12𝐺𝐺𝐸𝐸𝑖𝑖,𝑡𝑡 + γ13𝐵𝐵𝐶𝐶𝑖𝑖,𝑡𝑡 + γ14𝐵𝐵𝐸𝐸𝑖𝑖,𝑡𝑡
+ γ15𝐷𝐷𝐶𝐶𝑖𝑖,𝑡𝑡 + γ16𝐼𝐼𝐼𝐼𝐼𝐼𝑖𝑖,𝑡𝑡 + γ17𝐵𝐵𝐼𝐼𝑖𝑖,𝑡𝑡 + γ18𝐸𝐸𝐵𝐵𝑖𝑖,𝑡𝑡 + γ19𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 + γ20𝐵𝐵𝐴𝐴𝑖𝑖,𝑡𝑡 + γ21𝐿𝐿𝐶𝐶𝑖𝑖,𝑡𝑡
+ γ21𝐿𝐿𝐿𝐿𝑖𝑖,𝑡𝑡 + γ22𝐹𝐹𝑃𝑃𝑖𝑖,𝑡𝑡 + γ23𝐹𝐹𝐺𝐺𝑖𝑖,𝑡𝑡 + γ24𝑅𝑅𝑀𝑀𝑀𝑀𝐵𝐵𝑀𝑀𝑀𝑀𝑖𝑖,𝑡𝑡 +  γ25𝑉𝑉𝑜𝑜𝑙𝑙𝑖𝑖,𝑡𝑡 + εt 

Company Performance Panel Data Regression Model: 

𝐵𝐵𝐹𝐹𝑖𝑖,𝑡𝑡 =  γ0 +  γ1𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 + γ2𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ3𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ4𝐴𝐴𝐵𝐵𝑖𝑖,𝑡𝑡 +  γ5𝐵𝐵𝑅𝑅𝑖𝑖,𝑡𝑡 +  γ6𝐸𝐸𝐸𝐸𝑖𝑖,𝑡𝑡 + γ7𝐺𝐺𝑅𝑅𝑖𝑖,𝑡𝑡
+ γ8𝑁𝑁𝐹𝐹𝑖𝑖,𝑡𝑡  + γ9𝑍𝑍𝑍𝑍𝑖𝑖,𝑡𝑡 + γ10𝐺𝐺𝑍𝑍𝑖𝑖,𝑡𝑡 + γ11𝑄𝑄𝐸𝐸𝑖𝑖,𝑡𝑡 + γ12𝐺𝐺𝐸𝐸𝑖𝑖,𝑡𝑡 + γ13𝐵𝐵𝐶𝐶𝑖𝑖,𝑡𝑡 + γ14𝐵𝐵𝐸𝐸𝑖𝑖,𝑡𝑡
+ γ15𝐷𝐷𝐶𝐶𝑖𝑖,𝑡𝑡 + γ16𝐼𝐼𝐼𝐼𝐼𝐼𝑖𝑖,𝑡𝑡 + γ17𝐵𝐵𝐼𝐼𝑖𝑖,𝑡𝑡 + γ18𝐸𝐸𝐵𝐵𝑖𝑖,𝑡𝑡 + γ19𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 + γ20𝐵𝐵𝐴𝐴𝑖𝑖,𝑡𝑡 + γ21𝐿𝐿𝐶𝐶𝑖𝑖,𝑡𝑡
+ γ21𝐿𝐿𝐿𝐿𝑖𝑖,𝑡𝑡 + γ22𝐹𝐹𝑃𝑃𝑖𝑖,𝑡𝑡 + γ23𝐹𝐹𝐺𝐺𝑖𝑖,𝑡𝑡 + γ24𝑅𝑅𝑀𝑀𝑀𝑀𝐵𝐵𝑀𝑀𝑀𝑀𝑖𝑖,𝑡𝑡 +  γ25𝑉𝑉𝑜𝑜𝑙𝑙𝑖𝑖,𝑡𝑡 + εt 

 

Where, 𝐹𝐹𝐹𝐹𝑖𝑖,𝑡𝑡 is the financial market performance proxied by stock return, volatility, investor 
sentiment, 𝐵𝐵𝐹𝐹𝑖𝑖,𝑡𝑡 is the company performance proxied by profitability, liquidity and solvency, 
𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 is the Board Responsibilities, 𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡 is the Board Composition, 𝐵𝐵𝑖𝑖,𝑡𝑡 is the remuneration, 
𝐴𝐴𝐵𝐵𝑖𝑖,𝑡𝑡 is the Audit Committee, 𝐵𝐵𝑅𝑅𝑖𝑖,𝑡𝑡 is the Risk Management & Internal Control, 𝐸𝐸𝐸𝐸𝑖𝑖,𝑡𝑡 is the 
Engagement with Stakeholders, 𝐺𝐺𝑅𝑅𝑖𝑖,𝑡𝑡 is the Conduct of General Meeting, 𝑁𝑁𝐹𝐹𝑖𝑖,𝑡𝑡 is the SDG 1: 
No Poverty, 𝑍𝑍𝑍𝑍𝑖𝑖,𝑡𝑡 is the SDG 2: Zero Hunger, 𝐺𝐺𝑍𝑍𝑖𝑖,𝑡𝑡 is the SDG 3: Good Health and Well-
Being, 𝑄𝑄𝐸𝐸𝑖𝑖,𝑡𝑡 is the SDG 4: Quality Education, 𝐺𝐺𝐸𝐸𝑖𝑖,𝑡𝑡 is the SDG 5: Gender Equality, 𝐵𝐵𝐶𝐶𝑖𝑖,𝑡𝑡 is 
the SDG 6: Clean Water and Sanitation, 𝐵𝐵𝐸𝐸𝑖𝑖,𝑡𝑡 is the SDG 7: Affordable and Clean Energy, 
𝐷𝐷𝐶𝐶𝑖𝑖,𝑡𝑡  is the SDG 8: Decent Work and Economic Growth, 𝐼𝐼𝐼𝐼𝐼𝐼𝑖𝑖,𝑡𝑡  is the SDG 9: Industry, 
Innovation And Infrastructure, 𝐵𝐵𝐼𝐼𝑖𝑖,𝑡𝑡 is the SDG 10: Reduce Inequalities, 𝐸𝐸𝐵𝐵𝑖𝑖,𝑡𝑡 is the SDG 11: 
Sustainable Cities and Communities, 𝐵𝐵𝐵𝐵𝑖𝑖,𝑡𝑡  is the SDG 12: Responsible Consumption and 
Production, 𝐵𝐵𝐴𝐴𝑖𝑖,𝑡𝑡 is the SDG 13: Climate Action, 𝐿𝐿𝐶𝐶𝑖𝑖,𝑡𝑡 is the SDG 14: Life Below Water, 𝐿𝐿𝐿𝐿𝑖𝑖,𝑡𝑡 
is the SDG 15: Life Below Land, 𝐹𝐹𝑃𝑃𝑖𝑖,𝑡𝑡 is the SDG 16: Peace, Justice and Strong Institution, 
𝐹𝐹𝐺𝐺𝑖𝑖,𝑡𝑡 is the SDG 17: Partnership For Goals, 𝑅𝑅𝑀𝑀𝑀𝑀𝐵𝐵𝑀𝑀𝑀𝑀𝑖𝑖,𝑡𝑡 is the market capitalisation of firm i at 
time t and 𝑉𝑉𝑜𝑜𝑙𝑙𝑖𝑖,𝑡𝑡 is the trading volume of firm i at time t. Market capitalisation and trading 
volume are the control variables. The comparison between various models can provide 
comprehensive empirical evidence to indicate the impact of CG and SDG on the financial 
market and company performances.  

 

4. Results and Discussion 
4.1 Impact of CG and SDG on Financial Market Performance   

To examine the impact of CG and SDG, this study generates two panel data regression models 
for financial market performance and company performance. The FE model controls for the 
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volume are the control variables. The comparison between various models can provide 
comprehensive empirical evidence to indicate the impact of CG and SDG on the financial 
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4.1 Impact of CG and SDG on Financial Market Performance   
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time t and 𝑉𝑉𝑜𝑜𝑙𝑙𝑖𝑖,𝑡𝑡 is the trading volume of firm i at time t. Market capitalisation and trading 
volume are the control variables. The comparison between various models can provide 
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4.1 Impact of CG and SDG on Financial Market Performance   

To examine the impact of CG and SDG, this study generates two panel data regression models 
for financial market performance and company performance. The FE model controls for the 
effects of time-invariant variables, while the RE model hypothesises that individual 
characteristics are not associated with the dependent variable (Loang et al., 2022). To 
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comprehensive empirical evidence to indicate the impact of CG and SDG on the financial 
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4. Results and Discussion 
4.1 Impact of CG and SDG on Financial Market Performance   

To examine the impact of CG and SDG, this study generates two panel data regression models 
for financial market performance and company performance. The FE model controls for the 
effects of time-invariant variables, while the RE model hypothesises that individual 
characteristics are not associated with the dependent variable (Loang et al., 2022). To 
determine the appropriate model to use, the Hausman test is employed to test for the selection 
between FE and RE models for panel data regression. The test is hypothesised as follows: 

𝑍𝑍0 :𝐵𝐵𝑜𝑜𝑣𝑣 (𝜆𝜆𝑖𝑖 ,𝑋𝑋𝑖𝑖𝑡𝑡 ) = 0 (𝑁𝑁𝑜𝑜 𝑐𝑐𝑜𝑜𝑀𝑀𝑀𝑀𝑒𝑒𝑙𝑙𝑀𝑀𝑡𝑡𝑖𝑖𝑜𝑜𝑛𝑛 𝑏𝑏𝑒𝑒𝑡𝑡𝑤𝑤𝑒𝑒𝑒𝑒𝑛𝑛 𝜆𝜆𝑖𝑖 𝑀𝑀𝑛𝑛𝑑𝑑 𝑋𝑋𝑖𝑖𝑡𝑡 − 𝐵𝐵𝑀𝑀𝑛𝑛𝑑𝑑𝑜𝑜𝑚𝑚 𝐸𝐸𝑓𝑓𝑓𝑓𝑒𝑒𝑐𝑐𝑡𝑡) 
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To detect the existence of heteroscedasticity, the White Test is adopted. 
Heteroscedasticity exists when the standard deviations of a predicted variable are non-constant 
when measured across changing values of an independent variable across periods. The White 
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Production, 𝐵𝐵𝐴𝐴𝑖𝑖,𝑡𝑡 is the SDG 13: Climate Action, 𝐿𝐿𝐶𝐶𝑖𝑖,𝑡𝑡 is the SDG 14: Life Below Water, 𝐿𝐿𝐿𝐿𝑖𝑖,𝑡𝑡 
is the SDG 15: Life Below Land, 𝐹𝐹𝑃𝑃𝑖𝑖,𝑡𝑡 is the SDG 16: Peace, Justice and Strong Institution, 
𝐹𝐹𝐺𝐺𝑖𝑖,𝑡𝑡 is the SDG 17: Partnership For Goals, 𝑅𝑅𝑀𝑀𝑀𝑀𝐵𝐵𝑀𝑀𝑀𝑀𝑖𝑖,𝑡𝑡 is the market capitalisation of firm i at 
time t and 𝑉𝑉𝑜𝑜𝑙𝑙𝑖𝑖,𝑡𝑡 is the trading volume of firm i at time t. Market capitalisation and trading 
volume are the control variables. The comparison between various models can provide 
comprehensive empirical evidence to indicate the impact of CG and SDG on the financial 
market and company performances.  

 

4. Results and Discussion 
4.1 Impact of CG and SDG on Financial Market Performance   

To examine the impact of CG and SDG, this study generates two panel data regression models 
for financial market performance and company performance. The FE model controls for the 
effects of time-invariant variables, while the RE model hypothesises that individual 
characteristics are not associated with the dependent variable (Loang et al., 2022). To 
determine the appropriate model to use, the Hausman test is employed to test for the selection 
between FE and RE models for panel data regression. The test is hypothesised as follows: 

𝑍𝑍0 :𝐵𝐵𝑜𝑜𝑣𝑣 (𝜆𝜆𝑖𝑖 ,𝑋𝑋𝑖𝑖𝑡𝑡 ) = 0 (𝑁𝑁𝑜𝑜 𝑐𝑐𝑜𝑜𝑀𝑀𝑀𝑀𝑒𝑒𝑙𝑙𝑀𝑀𝑡𝑡𝑖𝑖𝑜𝑜𝑛𝑛 𝑏𝑏𝑒𝑒𝑡𝑡𝑤𝑤𝑒𝑒𝑒𝑒𝑛𝑛 𝜆𝜆𝑖𝑖 𝑀𝑀𝑛𝑛𝑑𝑑 𝑋𝑋𝑖𝑖𝑡𝑡 − 𝐵𝐵𝑀𝑀𝑛𝑛𝑑𝑑𝑜𝑜𝑚𝑚 𝐸𝐸𝑓𝑓𝑓𝑓𝑒𝑒𝑐𝑐𝑡𝑡) 

𝑍𝑍1 :𝐵𝐵𝑜𝑜𝑣𝑣 (𝜆𝜆𝑖𝑖 ,𝑋𝑋𝑖𝑖𝑡𝑡 ) ≠ 0 (𝐵𝐵𝑜𝑜𝑀𝑀𝑀𝑀𝑒𝑒𝑙𝑙𝑀𝑀𝑡𝑡𝑖𝑖𝑜𝑜𝑛𝑛 𝑏𝑏𝑒𝑒𝑡𝑡𝑤𝑤𝑒𝑒𝑒𝑒𝑛𝑛 𝜆𝜆𝑖𝑖 𝑀𝑀𝑛𝑛𝑑𝑑 𝑋𝑋𝑖𝑖𝑡𝑡 − 𝐹𝐹𝑖𝑖𝑥𝑥𝑒𝑒𝑑𝑑 𝐸𝐸𝑓𝑓𝑓𝑓𝑒𝑒𝑐𝑐𝑡𝑡 )  

To detect the existence of heteroscedasticity, the White Test is adopted. 
Heteroscedasticity exists when the standard deviations of a predicted variable are non-constant 
when measured across changing values of an independent variable across periods. The White 

Where, FPi,t is the financial market performance proxied by stock return, 
volatility, investor sentiment, CPi,t is the company performance proxied 
by profitability, liquidity and solvency, BRi,t is the Board Responsibilities, 
BCi,t is the Board Composition, Ri,t is the remuneration, ACi,t is the Audit 
Committee, RMi,t is the Risk Management & Internal Control, ESi,t is the 
Engagement with Stakeholders, GMi,t is the Conduct of General Meeting, 
NPi,t is the SDG 1: No Poverty, ZHi,t is the SDG 2: Zero Hunger, GHi,t is the 
SDG 3: Good Health and Well-Being, QEi,t is the SDG 4: Quality Education, 
GEi,t is the SDG 5: Gender Equality, CWi,t is the SDG 6: Clean Water and 
Sanitation, CEi,t is the SDG 7: Affordable and Clean Energy, DWi,t is the 
SDG 8: Decent Work and Economic Growth, IIIi,t is the SDG 9: Industry, 
Innovation And Infrastructure, RIi,t is the SDG 10: Reduce Inequalities, 
SCi,t is the SDG 11: Sustainable Cities and Communities, RCi,t is the SDG 
12: Responsible Consumption and Production, CAi,t is the SDG 13: Climate 
Action, LWi,t is the SDG 14: Life Below Water, LLi,t is the SDG 15: Life 
Below Land, PJi,t is the SDG 16: Peace, Justice and Strong Institution, PGi,t 
is the SDG 17: Partnership For Goals, MarCapi,t is the market capitalisation 
of firm i at time t and Voli,t is the trading volume of firm i at time t. Market 
capitalisation and trading volume are the control variables. The comparison 
between various models can provide comprehensive empirical evidence to 
indicate the impact of CG and SDG on the financial market and company 
performances. 
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 4. Results and Discussion

4.1	 Impact	of	CG	and	SDG	on	financial	market	performance	

To examine the impact of CG and SDG, this study generates two panel 
data regression models for financial market performance and company 
performance. The FE model controls for the effects of time-invariant 
variables, while the RE model hypothesises that individual characteristics are 
not associated with the dependent variable (Loang et al., 2022). To determine 
the appropriate model to use, the Hausman test is employed to test for the 
selection between FE and RE models for panel data regression. The test is 
hypothesised as follows:

𝐻0 : 𝐶𝑜𝑣 (𝜆𝑖, 𝑋𝑖𝑡)	 =	 0 (𝑁𝑜 𝑐𝑜𝑟𝑟𝑒𝑙𝑎𝑡𝑖𝑜𝑛 𝑏𝑒𝑡𝑤𝑒𝑒𝑛 𝜆𝑖 𝑎𝑛 𝑑 𝑋𝑖𝑡 − 	
	 	 𝑅𝑎𝑛 𝑑 𝑜𝑚 𝐸𝑓𝑓𝑒𝑐𝑡)	

𝐻1 : 𝐶𝑜𝑣 (𝜆𝑖	, 𝑋𝑖𝑡 )	 ≠	 0 (𝐶𝑜𝑟𝑟𝑒𝑙𝑎𝑡𝑖𝑜𝑛 𝑏𝑒𝑡𝑤𝑒𝑒𝑛 𝜆𝑖 𝑎𝑛 𝑑 𝑋𝑖𝑡 − 
	 	 𝐹𝑖𝑥𝑒𝑑 𝐸𝑓𝑓𝑒𝑐𝑡 )	

To detect the existence of heteroscedasticity, the White Test is adopted. 
Heteroscedasticity exists when the standard deviations of a predicted 
variable are non-constant when measured across changing values of an 
independent variable across periods. The White test examines if the values 
of the independent variable in the regression affect the variance of regression 
errors. Heteroscedasticity occurs when the p-value of heteroscedasticity is 
less than 0.05. The results in Table 1 indicate that the volatility and investor 
sentiment models are appropriate for employing a FE model with Hausman 
p-values less than 5% significant level. On the other hand, stock return, 
profitability, liquidity, and solvency models adopt a RE model with Hausman 
p-values of more than 0.05. No evidence of heteroscedasticity is detected in 
all models.

Table 1 presents the panel data regression models for the impact 
of CG and SDGs on financial market performance measures, including 
stock return, volatility, liquidity, solvency, and investor sentiment, in five 
different countries: Malaysia, the UK, the US, Canada, and Singapore. 
The results of the stock return model suggest that PLCs in Malaysia and 
Singapore that adopt similar CG variables, specifically those related to audit 
committee effectiveness, and certain SDGs, such as SDG 8 (Decent Work 
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and Economic Growth), SDG 11 (Sustainable Cities and Communities), 
and SDG 13 (Climate Action), experience a positive impact on stock return. 
This suggests that PLCs that prioritise these CG practices and SDGs may 
enjoy better financial market performance. However, developed countries, 
such as the UK, US, and Canada, show different results, with Board 
Responsibilities, Remuneration, and Engagement with Stakeholders for CG 
variables and SDG4 (Quality Education) and SDG10 (Reduce Inequalities) 
also demonstrating a positive association with stock return. These findings 
highlight the importance of context-specific factors and the need for PLCs 
to adopt a tailored approach to CG and SDG implementation based on their 
respective country contexts.

The results of the volatility models suggest that, in both Malaysia and 
the developed countries, audit committee effectiveness is the only variable 
that is significantly correlated with volatility. This may be because a well-
functioning audit committee can help to improve financial reporting quality 
and reduce the likelihood of financial restatements, which can lead to increased 
volatility in the stock price. Similarly, the results of the investor sentiment 
model show that, in both Malaysia and the developed countries, remuneration 
is the only variable that is significantly and positively correlated with investor 
sentiment. This suggests that firms with higher remuneration for their directors 
may be perceived more favourably by investors, possibly due to the signalling 
effect of higher executive compensation. 

The SDGs included in the analysis do not appear to have a significant 
correlation with volatility and investor sentiment. The lack of significant 
correlation between SDGs and volatility and investor sentiment could be 
due to several reasons. First, SDGs could be not directly related to financial 
performance measures, such as volatility and investor sentiment. Second, 
the impact of SDGs on financial market performance may be more indirect 
and long-term, and thus may not be immediately reflected in short-term 
measures of volatility and investor sentiment. Third, it could be that the 
specific SDGs included in the analysis do not capture all the relevant factors 
that could influence volatility and investor sentiment. Finally, there may be 
other unobserved factors that are driving the relationship between SDGs 
and financial market performance measures, which are not captured by the 
variables included in the analysis.

The results of this study are consistent with previous research by El-
Bassiouny and El-Bassiouny (2018), who argue that developing countries 



 The Road to Sustainable Investing 47
 
  
 have less sophisticated CG and SDG practices than developed countries, 

such as Germany and the US. As a result, the impact of CG and SDG 
practices is more pronounced in developed countries. This may be due to 
the higher level of market efficiency in developed countries compared to 
developing countries, as suggested by Mertzanis et al. (2019). According to 
the Efficient Market Hypothesis, efficient markets reflect all available public 
and private information in the financial markets. In this context, developing 
countries, which are assumed to be less efficient, may be slower to reflect the 
impact of CG and SDG on stock return, volatility, and investor sentiment. 
This argument is supported by Malaysia’s short history of implementing CG 
and SDG practices compared to developed countries.

4.2 Impact of CG and SDG on company performance 

This study estimates the impact of CG and SDGs on company performance 
measures, including profitability, liquidity, and solvency. We use panel data 
regression models for five countries: Malaysia, the UK, the US, Canada, and 
Singapore. Table 2 presents the panel data regression models for the impact 
of CG and SDGs on company performance.

The profitability model reveals that in Malaysia, risk management and 
internal control and SDG 11 (Sustainable Cities And Communities) are 
significant at the 1%, 5%, and 10% levels, and are positively correlated 
with profitability. The finding suggests that companies that prioritise these 
factors tend to generate higher profits. The results of the UK, US, Canada, 
and Singapore show that board responsibilities and SDG 17 (Partnership For 
Goals) are also significant variables positively associated with profitability. 
Again, the results highlight the importance of adopting a tailored approach 
to CG and SDG practices based on the respective country contexts.

In Malaysia, the audit committee is the only variable significantly 
associated with liquidity and solvency, while stakeholder engagement and 
general meeting conduct impact these measures positively for PLCs in 
developed countries. Engagement with stakeholders and conduct of general 
meetings are also significant variables that positively impact liquidity and 
solvency for the PLCs in the US, UK, Canada, and Singapore. Surprisingly, 
adopting SDGs did not significantly impact liquidity and solvency, possibly 
because SDGs indirectly impact these measures through good corporate 
governance. SDGs may also take a longer time to impact liquidity and 
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solvency. Effective corporate governance and stakeholder engagement are 
vital in maintaining a company's liquidity and solvency.

The present study found that adopting good practices in CG and SDGs 
can lead to higher profitability for PLCs. This result is consistent with 
previous research by Khaled et al. (2021) that suggest, larger and profitable 
companies tend to exhibit greater social responsibility and internal controls. 
One possible explanation is that good CG and SDG practices can lead to 
more sophisticated risk management and internal controls, which in turn 
mitigate business risks and lead to higher profits. However, in contrast to the 
UK, US, Canada, and Singapore, the adoption of SDGs did not significantly 
impact the liquidity and solvency of Malaysian PLCs. This finding is 
consistent with Martínez and Miralles-Quirós (2022), who argue that the 
impact of SDGs is stronger in developed countries than in developing 
countries. One potential reason for this is that SDG adoption in developing 
countries is not as widely accepted as in Malaysia, partly due to the 
numerous compliance costs for every listed company. As these costs cannot 
be easily quantified in financial statements, they may be viewed as detriment 
to shareholders. Consequently, the impact of SDGs on listed companies in 
developing countries may not be as pronounced as in developed countries.

4.3 Hypothesis testing

The results of the stock return model suggest that PLCs in Malaysia and 
Singapore that adopt similar CG variables and certain SDGs experience a 
positive impact on stock return. Additionally, the profitability model shows 
that prioritising certain CG practices and SDGs can lead to higher profits 
for companies in Malaysia and developed countries. These findings support 
H1 that there is a positive relationship between corporate governance 
practices and sustainable development goals on financial and stock market 
performances.

The results of the study are consistent with the H2 that the level of 
compliance with CG practices and SDGs is higher in developed countries 
compared to Malaysia. Specifically, the study found that developed countries 
tend to have more sophisticated CG and SDG practices associated with better 
financial market performance. Additionally, the results of the study suggest 
that developing countries may be slower to reflect the impact of CG and 
SDG on stock return, volatility, and investor sentiment. This supports the 
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 hypothesis that there is a difference in the level of compliance with CG and 

SDGs between developed and emerging countries, such as Malaysia.
The study found that the positive relationship between the impact 

of CG and SDGs on financial and stock market performance is stronger 
in developed countries compared to Malaysia (H3). While certain CG 
practices and SDGs are associated with better financial market performance 
in both developing and developed countries, the impact on liquidity and 
solvency was not significant in Malaysia, indicating a weaker relationship. 
Developing countries may be slower to reflect the impact of CG and SDGs 
on financial market performance, suggesting a weaker relationship compared 
to developed countries. Developed countries, like the US, UK, Canada, and 
Singapore, have more sophisticated CG and SDG practices than Malaysia. 
In these countries, boards take responsibility for strategic direction and 
management oversight, executive remuneration is often tied to performance 
targets, and mechanisms for engaging with stakeholders are more formalised. 
Developed countries invest in education and skills development and have 
policies to reduce income inequality.

The study's findings highlight the importance of sustainable investing, 
where investors consider a company's CG practices and SDG adoption 
when making investment decisions. Prioritising sustainability can lead to 
better financial performance in the long run, and effective CG practices and 
stakeholder engagement are crucial for maintaining liquidity and solvency. 
By incorporating sustainability into business strategies, companies can 
mitigate risks and create long-term value for shareholders. Sustainable 
investing plays a critical role in promoting and rewarding companies that 
prioritise sustainability, and investors can use this study's findings to guide 
their investment decisions towards companies with strong CG practices and 
SDG adoption.

 
5. Conclusion and Implications

This study examines the impact of CG and SDG practices on the financial 
market and company performances in Malaysia compared to selected 
developed countries, such as the US, UK, Canada and Singapore. The 
research timeframe is 2017 to 2021. For CG practices, seven variables 
are selected: board responsibilities, board composition, remuneration, 
audit committee, risk management and internal control, engagement with 
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stakeholders and conduct of general meeting. The 17 SDG goals are chosen 
based on the guidelines of the UN. For methodology, this study adopts panel 
data regression – FE and RE models - to examine the impact of CG and 
SDG adoption to control the unobserved variables. 

The study concludes that adopting CG and SDG practices has a positive 
impact on financial market and company performance, but the significant 
variables and strength of the relationship vary by country context. Effective 
corporate governance practices and stakeholder engagement are crucial for 
maintaining liquidity and solvency, and adopting good practices in CG and 
SDGs can increase profitability. Context-specific factors should guide firms 
in tailoring their approach to implementation. Developed countries have 
more sophisticated CG and SDG practices and higher market efficiency, 
which leads to a quicker and more effective reflection of their impact on 
financial market and company performance. This highlights the relevance of 
sustainable investing, which considers ESG factors, in developed countries.

Malaysian PLCs can adopt best practices in CG and SDGs from 
developed countries, such as the US, UK, Canada, and Singapore, which 
have more advanced practices. These include boards taking responsibility 
for strategic direction and oversight, executive remuneration tied to 
performance targets, formalised mechanisms for engaging with stakeholders, 
investment in education and skills development, and policies to reduce 
income inequality. Implementing these practices can aid Malaysia's PLCs in 
achieving better financial market and company performances.

Theoretical implications of this study contribute to the sustainable 
investing literature by examining the impact of CG and SDGs on financial 
and company performance beyond market performance. The study provides 
more empirical evidence on the benefits of adopting better ESG practices for 
Malaysia and developed countries. Practical implications of this study can 
aid policymakers, regulators, and practitioners in enhancing CG and SDGs 
practices of Malaysian PLCs. The study highlights gaps between publicly 
listed Malaysian companies and those of developed countries, encouraging 
the adoption of best practices for better financial market and company 
performance. The study provides insights for investors who consider CG and 
SDGs factors in their investment decisions.

Policy implications of this study highlight the need for policies 
that promote the adoption of better CG and SDG practices by PLCs. 
Governments can promote sustainable investing by developing policies 
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 and programmes that incentivise companies, working with industry 

associations, establishing guidelines and benchmarks for best practices, and 
engaging in international collaborations. Policymakers can also develop 
more comprehensive reporting requirements for CG and SDG practices, or 
requiring regular audits of these practices to ensure compliance.

One of the limitations of this study is the lack of data to examine 
the different behaviours of local and foreign investors in trading the 
companies, with and without the compliance of CG and SDG practices. For 
recommendation, future studies are encouraged to examine the impact of 
women directors on the financial market and company performance. 
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