
The COVID-19 pandemic has pushed

enterprises and health systems alike to a

challenge of their resiliency. Our study

creates a unique niche in a sea of studies

that focus on financial indicators and stock

market trends. We explore the dynamics of

operational performance, drawing a

comparative study assessing Shariah-

compliant and non-compliant US market

firms. This study explores how the

adherence to Shariah principles affect a

company's operations during global crises.

Abstract Key Findings

On average, we found that COVID-19
caused a significant decrease in firms'
profitability, however, this trend is notably
less significant for SC firms. 

SC firms are more profitable than their
conventional counterparts, even after 

       the pandemic.

The higher profitability of SC firms relative
to NSC firms during the pandemic is due to
their ability to maintain lower costs and
operate with greater efficiency. 

Implications 

For Businesses

Integration of Shariah compliance
principles can enhance company resilience.

For Investors

Consideration of SC options can diversify
portfolio risk, given SC firms' demonstrated
dependability over NSC firms during
economic downturns.

Methodology

Research Hypothesis

COVID-19 was an unexpected exogenous

shock for all types of firms. Due to their

lower risk profile, we hypothesize that

Shariah Compliant firms experienced less

impact on operating profitability than

Conventional firms.  

Regression Analysis

Employed advanced regression

techniques i.e., pooled OLS and quantile

regression on propensity, and industry-

size matched samples. 

Controlled for the endogeneity of  SC

status of firms using a unique instrument

and 2SLS regression.  

Data Analysis

Quarterly data sourced from Refinitiv and S&P’s Compustat North American

database for a period of study 2018-2022.

Comparing Profitability: SC firms
Outperformed NSC Firms At COVID-19 peak

Baseline regression 

***, **, and * represent statistical significance at 1, 5, and 10% respectively.
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Two-Stage Least Squares (2SLS)  Regression 

***, **, and * represent statistical significance at 1, 5, and 10% respectively.

Summary Statistics 

***, **, and * represent statistical significance at 1, 5, and 10% respectively.


