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ABSTRACT

The study examined the significant impact of the COVID-19 pandemic on the sukuk market by contrasting the stock and bond
markets' stability and variability. A range of macroeconomic factors, including gold, crude oil, and VIX, in addition to COVID-19
metrics, were examined to determine their significant impact on these markets using multiple regression and GARCH models with
robust standard errors. The findings of our study indicate that all the markets were significantly and negatively affected by the
pandemic. However, the stock market shows the highest volatility and sensitivity, but the sukuk and bond markets display stable
volatility and sensitivity. Notably, the sukuk market appeared as the least volatile and least sensitive during the pandemic, as
evident from our findings. The macrolevel factors like crude oil negatively affect the sukuk and bond markets, while VIX and
EPUUS exacerbate greater stock volatility. The investigation underscores sukuk’s robustness in relation to conventional
instruments. This research has filled an important gap in the literature by providing empirical data on the performance of Sukuk
during the COVID-19 pandemic. The deeper understanding developed in this study will be useful for policymakers, investors, and
other stakeholders in both Islamic and conventional financial markets on how Islamic financing promotes economic stability
during global upheavals. Especially, it will help investors seeking a more resilient alternative to traditional investment instruments
in making their effective portfolios.
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1. INTRODUCTION

Sukuk is an Islamic shariah-compliant financial certificate and bond-like instrument. The major difference between a sukuk and a
bond is that a bond sets up a lender-borrower relationship between the issuer and holder; on the other hand, a sukuk represents
partial ownership in the underlying asset. The global Sukuk market is expected to surge more than ever. Although sukuk has been
widely used since 2000 with the surprising move of Islamic finance, nowadays it has become an essential part of the global financial
system (Malikov, 2017). The crisis of conventional financial instruments led to the growth of Islamic financial instruments.
Dependency on conventional financial sectors leads to the huge possibility of a financial crisis, which finally leads to a shrinkage
of aggregate demand and aggregate investment as well (Aman et al., 2021). Countries, more specifically the developing ones, can
achieve prudence through the management of microeconomic as well as macroeconomic elements.

Most of the prior researchers have focused on the development and usage of sukuk markets. Sukuk and Islamic finance
have been promoted by most of the East Asian economies during the last 10 years, and they focus mainly on global investors
(Wong & Bhatti, 2019). The subprime mortgage of the US hinders the growth of the sukuk market, and as a result, the issuance of
sukuk declined by 50% at the end of 2008 (Ahmad & Radzi, 2011). However, sukuk issuance increased by 45.3% by 2017, reaching
$97.9 billion from $67.4 billion in 2016, and in 2018 it reached $120 billion (Samitas, Papathanasiou, & Koutsokostas, 2021). The
profit of the holder largely depends on the performance of the underlying asset. Since 2009, sovereigns like Indonesia have issued
Indonesian State Sukuk (SNI) in the global market, and as per the statistics, Indonesia issued six times as many global sukuks up
to 2015 (Suciningtias, 2019). The world economy faced a recession for the COVID-19 pandemic after the global financial crisis
of 2008. COVID-19 also makes the global stock market very unstable.

The world is overcoming the consequences of COVID-19, and financial systems around the world are also trying to
balance the negative impact on the economy. During this period, Islamic financial institutions seem like guardians of the financial
sectors (Naeem et. al, 2022). However, Islamic financial institutions also slowed down by 1.2% and 2.8%, respectively, in 2019
and 2020 (IIFM 2020). The COVID-19 pandemic not only collapses the healthcare system but also makes the world economy very
challenging (Hasan, Velayutham, & Khan, 2021). Legitimation, ecological responsibility, and competitiveness all together strongly
impacted green sukuk in Malaysia (Abdullah & Keshminder, 2020). In trade sectors and the service industry, mudaraba sukuk can
play a significant role. Sukuk issuance is treated as asset-backed securities for financing purposes in Hong Kong, Malaysia, and
the Middle East (Wong & Bhatti, 2019). They have also found that these East Asian economies have incorporated Islamic finance
into their current financial systems.
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There have been many studies regarding sukuk market development in recent years, but very few of them have focused
on the impact of the recent pandemic on the sukuk market and revealed the volatility of the alternative financial instruments during
the pandemic. Therefore, this study is mainly motivated to identify the impact of the COVID-19 pandemic on the sukuk market.
Besides, the study also motivated to reveal the pandemic's impact on the conventional stock and bond market. To fulfill the research
objective, the study considered both the COVID-19 daily growth of confirmed cases as well as the COVID-19 daily growth of
deaths as a proxy for the global COVID situation. Although our main concern is the COVID pandemic, we also take into account
the gold market, crude oil market, commodity market, fear index, financial stress index, etc., which are also used to identify the
macrolevel impact on these financial instruments. The findings of this study will help investors in making efficient portfolios,
managing risk, and maximizing their returns. It will protect the policymakers from adverse economic downturns. Regulatory bodies
will also benefit from this study by understanding and adopting regulations based on their financial positions.

Section 2 presents all the literature reviews related to this topic that have already been carried out by other researchers
and the theories and concepts developed by different authors. Section 3 is about hypothesis development. The fourth section
summarizes all the methods and models that have been used for the study. The fifth section provides the results and discussion,
where the outputs from the STATA software are tabulated and interpreted. Section 6 is the concluding part of the report with
implications.

2. LITERATURE REVIEW
2.1 Sukuk and development

The sukuk market has a positive influence on the GDP of developing countries like Indonesia and Malaysia. Domestic sovereign
sukuk in Indonesia has a bigger impact on GDP than that of the corporate market (Mitsaliyandito, Arundina, & Kasri, 2017).
Internal and external factors can influence sukuk. In the long run, inflation, exchange rate changes, and gold price changes around
the world can influence the sukuk return. On the other hand, in the short run, sukuk performance is influenced by the previous
performance of the world gold price, inflation, and exchange rates (1/2 months). Both short- and long-term crude oil prices have
no impact on the sukuk return (Suciningtias, 2019). In another study (Kartini & Milawati, 2020), it was found that sukuk does not
affect the Indonesian economy in the short run, but it does affect the economy in the long run, and in the case of the bond market,
bonds affect the Indonesian economy in the short run but not in the long run. So, it seems that in the near future, the sukuk market
will be more preferable than the conventional bond market for promoting economic development (Tariq & Dar, 2007).

Sukuk market development may promote financial inclusion, and religious self-exclusion can be removed through
financial inclusion, thus impacting economic as well as investment growth (Smaoui & Nechi, 2017). Their study focused on 18
sukuk-issuing countries and investigated the sukuk’s impact on those economies in the long run. Economic growth and openness
to international trade are significantly and negatively correlated. They also found that economic growth is negatively affected by
corruption. Sukuk development is not affected by inflation or the exchange rate but is significantly affected by GDP and other
macroeconomic variables (Basyariah, Kusuma, & Qizam, 2021). Their finding was also consistent with the previous findings that,
at a certain level of economic development, inflation is controllable. Population size can influence the sukuk market, and as sukuk
is an Islamic financial instrument, it will also be more driven by the population of the Muslim majority countries. So, higher
demand for the sukuk market results from a higher percentage of the Muslim population of a country. Foreign exchange is
considered the major reason for conventional bond and sukuk issuance in Malaysia; sukuk consider GDP as a proxy for economic
condition and a driving force for market liquidity (Ahmad & Radzi, 2011). Some macrolevel variables positively affect the sukuk
market, while others negatively.

Nowadays, one of the most important determinants of economic growth is sukuk. A country’s infrastructure can be
developed through the sukuk market, and surprisingly, infrastructure development is jeopardized by a well-developed bond market.
On the other hand, a well-established capital market as well as better banking and other financial sectors do not have a great
influence on the infrastructure development (Smaoui, Mimouni, & Salah, 2021). They also found that inflation has a negative
impact, and education and GDP per capita have a positive impact on infrastructure development. Infrastructure development is the
precondition for making life easy for the general people of a country, and this development requires a huge amount of money.
Sukuk can be the most accepted financial instrument that may attract attention from both local investors and foreign investors
(Abdul, 2019). At present, sukuk markets also have a wider market acceptance relative to conventional bond markets. Sukuk
Market can also act as a bridge between infrastructure development and funding needs. Sukuk market development has a significant
impact on the bank’s profitability (Mimouni et al., 2019).

Productivity helps to ensure a better life for the general population of a country; it also helps economic development.
Productivity can be increased through infrastructure development. A country’s economy is negatively affected by inadequate
infrastructure development. Sukuk is the reliable and better option for economic and financing larger projects of Muslim nations
(Ogunbado, 2019). The research also proposes that sukuk is a better mode of financing relative to conventional modes, which
ensure the growth of the OIC countries. Infrastructure development and sukuk are correlated with each other. In another study
(Echchabi, Aziz, & Idris, 2018), it was found that the economic growth of GCC countries is not affected by sukuk issuance. They
use trade activities, GDP, and gross capital formation as proxies for economic growth. For all proxies, they found the same result.
During the period 2001-2017, with financing in the infrastructure projects, sukuk surely contributed to the development of some
Muslim economies’ economies (Abdelrahman, 2019). After the global financial crisis, the sukuk market is rapidly growing, and
the role of sukuk in economic development will become much wider in the future.

Economic condition, infrastructural sector, and investor philosophy largely determine the adoption of sukuk applications
in a country (Rahman et al., 2021). Sukuk market development is positively affected by money supply, economic condition, current
account balance, and banking system but is interestingly negatively related to exports and economic size (Aman ef al., 2021). On
the other hand, Smaoui & Khawaja (2016) state in their article that sukuk is significantly affected by institutional, financial, and
structural factors, and they also found that a large percentage of the Muslim population, a larger economy, and investment attitudes
positively affect sukuk. Sukuk is free from certain risks, and there is no interest rate on Sukuk, which makes it one of the most
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significant financial instruments. Insolvency risk in the banking sector is also significantly affected by sukuk market development
(Smaoui, Mimouni, & Temimi, 2020). For this reason, for economic growth and infrastructure development, many countries
around the globe have applied for sovereign sukuk, including Muslim and non-Muslim countries (AbdulKareem et al., 2021).

2.2 Sukuk versus Bond

Sukuk is an alternative financial instrument to traditional bonds that follows Islamic Shariah. The return of sukuk is generated by
the asset being invested, as sukuk represents a portion of ownership in the asset. Sukuk application is not a new issue in Islamic
finance; it is as old as Islam. Financial commitments were represented by sukuk. In the 7" century AD, the 1% Sukuk transaction
was placed in Damascus, Syria. In 1983, the Malaysian government first successfully issued sukuk. To meet shariah compliance,
sukuk have to fulfill three criteria: (i) the sukuk certificate should reflect ownership of a visible asset; (ii) after tax income should
be used to make payments to investors; and (iii) at maturity, the underlying asset should be represented at the current price
(Godlewski et al., 2013). The economic conditions of Saudi Arabia and Malaysia are positively affected by sovereign sukuk
issuance (Malikov, 2017). In his research, Malikov tries to state financial position, economic condition, and social well-being
indicators before and after sovereign sukuk issuance in infrastructural sectors. In both countries, he found significant differences
in the research areas.

Bond market performance does not relate to sukuk market performance and they are fundamentally different (Afshar,
2013). Buyer-seller, lessor-lessee relationship established through sukuk, on the other hand, lender-borrower through bond. When
there is any news regarding the issuance of conventional bonds, the stock market remains neutral, and in the case of sukuk issuance,
it reacts negatively, but with the help of the pure Islamic financial system, this negative attitude can be resolved (Godlewski, Ariss,
& Weill, 2013). The research also investigates whether the companies that issue sukuk indicate a worse shape of their financial
position or not. It may be assumed that these types of companies may also have incentives for issuing security on the basis of profit
and risk sharing principles, not on a fixed expense-based instrument such as a conventional bond.

For raising funds, fixed-income securities such as conventional bonds have significant importance worldwide and have
been used for a long period of time. Sukuk is competing with conventional bonds nowadays, as both serve the same purposes. In
the Islamic financial system, interest is strictly prohibited, sukuk offers partial ownership, and the return from sukuk investment
depends on the income generated from the asset being invested. With the growing popularity of sukuk, it is anticipated to play the
same role as bond plays (Rauf, 2013). Although the sukuk market is younger than the conventional bond market, sukuk market
development has shown very rapid growth in the last few years. There is high integration between conventional bonds and sukuk,
and their connectedness shows exogenous shocks (Samitas, 2021). However, the financing determinants of conventional bonds
and sukuk are not the same; corporate financing theory is followed by sukuk and external investors, and the and the future views
of issuers have a strong influence on sukuk issuer performance (Nagano, 2016). The research also reveals that undervalued firms,
as well as firms with low financial constraints, can issue sukuk in non-Islamic countries for their infrastructure development.

2.3 Sukuk and COVID-19

A study by Naeem et al. (2021) reveals the strong safe heaven properties of green bonds. They specify that green bonds can adjust
the ups and downs of economic conditions more effectively. There is enough evidence regarding the effectiveness of hedging
strategies and hedge ratios for international stocks. During the pandemic, Malaysian and global sukuk markets (measured with
DIJSI) showed different patterns, and in cases of risk factors, they behaved differently (Naifar, Tiwari, & Alhashim, 2022). In the
short term, they found a strong correlation between the sukuk price of global sukuk as well as Malaysian sukuk. Sukuk markets as
well as financial markets around the globe are negatively affected by the rapid transmission of the coronavirus and the crash of oil
prices. There is a strong and significant relationship between conventional stock market index performance and the COVID-19
pandemic (Sherif, 2020). Besides, during the pandemic, stock returns declined in different sectors like tourism, transportation,
service-related sectors, etc.; on the other hand, sector returns increased.

The stock market is strongly connected with the COVID-19 pandemic; utility sectors as well as technology sectors
showed volatility shocks. Conventional markets tend to be more influenced than Islamic markets on average (Adekoya, Oliyide,
& Tiwari, 2022). The study also concluded that diversification and heading benefits can be achieved through investment in the
Islamic financial markets connected with information technology during the financial distress induced by health pandemics.
Conventional stock markets in their portfolio investments can’t easily mitigate risk, while Islamic financial markets can. Although
COVID-19 has affected almost every sphere of human life, the sukuk market will have flourished by the end of 2020 (Javaria &
Masood, 2021). The study added that there were some variables that actually influence the development of the sukuk market.
During the pandemic period, the sukuk market has become an important alternative financial instrument to the conventional bond
market. The researchers also expect that the sukuk market will have a strong future after the full recovery from COVID-19.

Yarovaya, Elsayed, & Hammoudeh (2021) specify the Islamic bond (Sukuk) as a safe heaven for their stable functionality
during the COVID-19 pandemic. They found strong spillovers between the Islamic and conventional stock markets. Their study
also reveals that conventional bondholders can use the sukuk market for hedging purposes in this pandemic situation. Their
robustness test suggests that very few factors specify spillover effects in conventional as well as Islamic assets. For diversification
and hedging, the researchers suggest investors focus on those sukuk markets where there are weaker connections. When the sukuk
market becomes bearish, it affects the Islamic bond (sukuk) returns. Other information, like vaccine information and medical
conditions, does not affect the sukuk return (Naifar, 2022). They don’t find any symmetric movement for COVID-related news in
the global Sukuk market. In another study, Naeem et al. (2022) found that there was a significant effect of COVID-19 on the sukuk
market. In their study, they considered several financial crises that occurred in Indonesia, Turkey, the GCC, and Malaysia from
2013 to 2020. They also state that dynamic spillovers have significantly increased among different sukuk markets.
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3. HYPOTHESIS

The main objective of this paper is to identify the significant impact of the COVID-19 pandemic on the sukuk market. It also
intends to reveal the significant impact of the pandemic on the stock and bond markets. Finally, the study clarifies the volatility of
Sukuk compared to stocks and bonds. Therefore, the main hypotheses of the study are;

HIi: COVID-19 has a significant impact on sukuk Market.

H2: COVID-19 has a significant impact on the stock market.

H3: COVID-19 has a significant impact on the bond market.

HA4: The volatility is lower for sukuk market compared to stock and bond market.

4. METHODOLOGY

4.1 Sample and Data

Table 1 shows data and their sources. Dow Jones Sukuk Index (DJSUKTXR) has been used as a proxy for the global Sukuk
market, and the data has been collected from SP Global. The sukuk index mainly tracks the performance of global Islamic fixed-
income securities, popularly known as sukuk. This index is denominated in US dollar investment grade Sukuk. For our study, we

have considered daily data from January 1, 2020, to June 30, 2022.

Table 1: Sample and Data

Variables Measurement Sources

Dependent

Sukuk Dow Jones Sukuk Index (DJSUKTXR) SP Global

Stock S&P 500 Stock Index that measures the performance of stocks of the 500 largest corporations  Investing
listed on the NYSE

Bond S&P 500 Bond Index. The index considered the liquidity of the investment-grade bond of the ~ SP Global
S&P 500.

Independent

Covid-19

COVIDbsce (Confirmed cases present day/ confirmed cases previous day)-1 WHO

COVIDbep (Number of deaths present day/ number of deaths previous day)-1 WHO

Macrolevel

Gold TSX Global Gold Index comprises GICS gold products that meet both liquidity criteria and SP Global
market capitalization need

CrudeOil Crude Oil WTI Futures Index. It tracks the performance of the mix of crude oil futures Investing
contracts on the NYMEX

VIX S&P 500 VIX Futures Index (Fear Index) measures global financial uncertainty. CBOE

FSI Financial Stress Index which tracks the stress contribution globally. OFR

EPUus Economic Policy Uncertainty of US is considered as a benchmark for global economic policy ~ Policy

Uncertainty
Commodity Global Commodity Index measures a basket of commodities. Trading
Economics

4.2 Descriptive Statistics

Descriptive statistics are presented in Table 2. It shows the number of observations, mean, standard deviation, minimum, and
maximum among the dataset. In our dataset, the number of observations is 648.

Table 2: Descriptive Statistics

Variable Observations Mean Std. Dev Min Max
Sukuk 648 195.62 9.45 145.33 204.53
Stock 648 3885.81 584.15 22374 4796.5
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Bond 648 517.96 25.18 410.97 543.53
COVIDpGce 648 0.1680 3.086 -1.000 78
COVIDpep 648 0.3939 6.5510 -0.9921 158
Gold 648 309.75 36.90 202.2 407
CrudeQil 648 63.28 25.30 -37.63 123.7
VIX 648 25.201 7.7413 12.52 72.63
FSI 648 -1.4719 2.8000 -4.364 10.266
EPUus 648 196.3411 127.63 22.25 807.66
Commodity 648 814.4024 218.006 433.7 1264.48

Sukuk has a mean value of 195.62 with a corresponding standard deviation of 9.45. COVIDpgcc has a mean value of 0.1680 and
a standard deviation of 3.086, while COVIDpcp has a mean value of 0.3939 and a standard deviation of 6.5510. Both the mean
and standard deviation are higher for COVIDpcp compared to COVIDpagec. The statistics show a significant variability of the
observed variables in the financial as well as economic landscape during our observed period.

4.3 Pre-Diagnostic Test

Table 3 represents the Augmented Dickey Fuller test results at level form i (0) and at first difference i (1).

Table 3: ADF Test Result

Variables Test Statistic MacKinnon P value Z(t) Stationary
Sukuk -8.047 0.0000 i(0)
Stock -2.951 0.0397 i(0)
Bond -4.870 0.0000 i(0)
COVIDpGce -196.683 0.0000 i(0)
COVIDpGp -71.187 0.0000 i(0)
Gold -2.935 0.0415 1 (0)
CrudeOil -3.523 0.0074 i(0)
VIX -3.751 0.0034 i (0)
EST -17.932 0.0000 i(1)
EPUus -7.209 0.0000 i(0)
Commodity -20.389 0.0000 i(1)

From the results, we found that the test statistic is more negative at level form for most of the variables, indicating they are
stationary and need not differencing for stable mean variance. The stationarity of the variables confirms that they are suitable for
time series data analysis.

4.4 Method and Models

The study employed the Pearson correlation matrix, VIF, multiple regression models. For the high frequency daily data,
Generalized Autoregressive Conditional Heteroskedasticity (GARCH) models with robust standard errors are applied to encounter
the problem of heteroskedasticity and autocorrelation and also to check robustness. By applying these approaches, the present
article provides an extensive examination of the impact of COVID-19 on Sukuk markets. This analytical structure is in line with
previous studies on financial instruments and brings something unique to the literature on Islamic finance.

4.4.1 Multiple Regression

The model serves as the baseline to identify the relationship among the variables across time and cross-sectional units. The
following general form has been used:
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yit = o + BXit + €ir

where;

Vit = Dependent variables representing sukuk, stock & bond
Xie = Independent variables

o= intercept, § = coefficients and €= error term.

4.4.2 Generalized Autoregressive Conditional Heteroskedasticity (GARCH)

We applied two GARCH models that enable a clear comparative analysis for sukuk, stock, and bond regarding the impacts of
COVID-19 confirmed cases and deaths.

Vit = o+ f1COVIDpGee + f2Gold+ p3CrudeQil+ p4VIX + BsESI+ [sEPUus+ f7Commodity + €ir

with conditional variance;

2
of =g + ar€’,  + Zﬁjczit_j ...... (D
=1
Yit= o+ B1COVIDpep + B2Gold+ B3CrudeQil+ P4VIX + BsFSI+ BsEPUus+ Br7Commodity + €ir
with conditional variance;
3
of =g + a€’,  + Zﬁjczit_j ...... )
j=1

5. RESULTS AND DISCUSSION
5.1 Multicollinearity Test

Table 4 illustrates the correlation matrix and VIF test that confirms our statistical models are relevant and robust without any
multicollinearity concerns.

Table 4: Multicollinearity Test

Variables | Sukuk Stock Bond COVIDp COVIDp  Gold Crude VIX FSI EPUy; Commod Vi
Gee Gp oil s ity F
1.000 -
Sukuk B
0.648* 1.000 -
®k _
Stock (0.000)
0.659*  0.523* 1.000 -
®k sk _
Bond (0.000)  (0.000)
-0.037 - -0.046 1.000 1.0
COVIDp | (0.337) 0.081*  (0.234) -
Gee *
(0.037)
- - -0.034 0.017 1.000 1.0
COVIDp | 0.091*  0.091*  (0.381) (0.656) - 2
D * *
(0.019) (0.019)
0.030 0.014 0.159*  -0.067* -0.0624 1.000 1.1
(0.445)  (0.708)  ** (0.084) (0.112) - 0
Gold (0.000)
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0.069* 0.444* - -0.009 -0.0250 - 1.000 1.7
. . *x 224%* .822 524 154%* -
CrudeOil (0.075) (0.000) 2* (0.822) (0.524) 2* 5 3
(0.000) (0.000)
- - - -0.053 -0.045 0.048 - 1.000 2.1
0.417* 0.494* 0.441* (0.175) (0.252) (0.221)  0.346* - 2
(0.000)  (0.000)  (0.000) (0.000)
0.0563 0.020 -0.005 0.034 0.0228 -0.062 0.066 0.102* 1.000 1.1
(0.201)  (0.647) (0.898) (0.434) (0.604) (0.153)  (0.129) * - 5
FSI
(0.019)
- - - -0.039 -0.0473 0.240%* - 0.645* - 1.000 32
EPU 0.367* 0.546* 0.174* (0.316) (0.229) *k 0.631* *E 0.137* - 0
us sk ok EES (0.000) sk (0.000) EES
(0.000)  (0.000)  (0.000) (0.000) (0.000)
0.0295 0.332 0.0762 0.0005 -0.0035 0.0906 0.035 - - 0.040  1.000 1.0
Commodi | (0.503) (0.451) (0.083) (0.991) (0.936) *E (0.416)  0.0768 0.242%* (0.00 - 8
ty (0.039) * ok 0)
(0.081)  (0.000)

In this table, the figures in the parenthesis show p values of the corresponding parameters. In addition, asterisks ***, ** * denote
the level of significance at respectively 1%, 5% and 10% levels

5.2 Regression Output

Results of Table 5 indicate that in all the specifications, the COVID-19 daily growth of confirmed cases (COVIDpaccc) as well as
the COVID-19 daily growth of deaths (COVIDbGp) both have a negative impact on sukuk, and all of them are statistically
significant at different levels. So, COVID-19 has a significant impact on the sukuk market (/7). From the analysis, we found that
in all cases, gold has a positive impact on sukuk, but very few of them are statistically significant. We also found that crude oil has
a negative impact on sukuk, and it is also significant at the 1% and 5% levels. Besides, VIX and EPUus both have a negative
impact on the sukuk market and are significant, but FSI and commodities have a positive impact on the sukuk market, but they are
not statistically significant. The moderate R-squared values across all the models suggest about 18%—28% variations in sukuk
returns can be explained by these variables.

Findings in Table 6 indicate that COVID-19 has a significant impact on the stock market (/2), as measured by the daily
growth of confirmed cases (COVIDpacc) as well as the daily growth of deaths (COVIDpep). Both affect stock market negatively.
Among the economic factors, the gold market, crude oil market, and commodity markets all have a positive impact on stock;
however, commodities are not statistically significant. On the other hand, VIX, FSI, and EPUus have a negative impact on the
stock market, but FSI is not statistically significant. The R-squared and F statistics displaying the validity of the models.

Table 5: Impact of COVID-19 on Sukuk

Explanatory ] 2 3 ) (5) (6)
Variables
COVIDpccc -1.511%* -1.559%* -0.184*
(0.085) (0.082) (0.093)
COVIDpep -0.375%* -0.394%%*%* -0.323%*
(0.012) (0.008) (0.033)
Gold 0.014 0.021%** 0.008 0.014 0.021%**
(0.133) (0.030) (0.332) (0.149) (0.030)
CrudeQil -0.110%** -0.125%%%* -0.030** -0.113%** -0.110%** -0.127%%*
(0.000) (0.000) (0.035) (0.000) (0.000) (0.000)
VIX -0.319%%%* -0.550%** -0.332%** -0.354%%**
(0.000) (0.000) (0.000) (0.000)
FSI 1.894 1.946 1.676
(0.116) (0.115) (0.155)
EPUus -0.030%** -0.047%%* -0.030%** -0.028%** -0.047%**
(0.000) (0.000) (0.000) (0.000) (0.000)
Commodity 0.043 0.055 0.042 0.055
(0.231) (0.121) (0.234) (0.120)
o 212.14%** 205.94*%* 208.65%** 212.687*** 217.14%%* 206.07***
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Prob>F 0.000 0.000 0.000 0.000 0.000 0.000
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R Square

0.2776

0.2434

0.1858

0.2824
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0.2771

0.2457

In this table, the figures in the parenthesis show p values of the corresponding parameters. In addition, asterisks ***, ** * denote
the level of significance at respectively 1%, 5% and 10% levels.

Table 6: Impact of COVID-19 on Stock

Explanatory ) 2 3) ‘@ (5 (6)
Variables
COVIDpccc -144.561*** -143.70%** -137.144%**
(0.005) (0.005) (0.009)
COVIDpGp -31.564%** -31.200%** -30.964%**
(0.000) (0.000) (0.000)
Gold 1.281%* 1.334%%* 1.246%* 0.478
(0.027) (0.022) (0.030) (0.406)
CrudeQil 3.762%** 7.220%%* 3.566%** 7.092%** 2.865%**
(0.000) (0.000) (0.000) (0.000) (0.007)
VIX -15.52] % -13.633%** -29.922 % -16.680%*** -30.752%**
(0.000) (0.000) (0.000) (0.000) (0.000)
FSI -11.521 -35.324 -7.65 -103.877
(0.869) (0.608) (0.645) (0.121)
EPUuys -1.661%** -2.226%** -1.633%%*%* -2.356%**
(0.000) (0.000) (0.000) (0.000)
Commodity 1.008 -0.492 0.958 -0.716
(0.629) (0.813) (0.645) (0.730)
o 3974.167%** 4255 27%** 4197.95%** 4012.13%** 4071.48%** 4160.36%**
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Prob> F 0.000 0.000 0.000 0.000 0.000 0.000
R Square 0.3893 0.3733 0.3458 0.3957 0.3544 0.3614

In this table, the figures in the parenthesis show p values of the corresponding parameters. In addition, asterisks ***, **_* denote
the level of significance at respectively 1%, 5% and 10% levels.

From the analysis and results of Table 7, we also confirm that COVID-19 significantly and negatively affected the bond market

(H3).
Table 7: Impact of COVID-19 on Bond
Explanatory 0 2 3 4 ) (6)
Variables
COVIDpGce -5.339%* -5.235%* -5.732%*
(0.014) (0.034) (0.011)
COVIDpep -1.074%** -1.182%%* -0.820%*
(0.004) (0.002) (0.049)
Gold 0.096%** 0.095%** 0.096%** 0.096%**
(0.000) (0.001) (0.000) (0.001)
CrudeQil -0.535%** -0.447%** -0.542%** -0.457***
(0.000) (0.000) (0.000) (0.000)
VIX -1.559%** -1.767%** -2.00%** -1.596%** -2.031*** -1.798%**
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
FSI 6.123%* 7.33%* 6.242%* 7.41%*
(0.041) (0.011) (0.036) (0.013)
EPUuys -0.049%** 0.025 -0.047%** 0.027
(0.000) (0.200) (0.000) (0.183)
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Commodity 0.187%* 0.043 0.185%* 0.039
(0.036) (0.661) (0.038) (0.689)
a 570.88%** 528.39%x 59727 571.98%** 598.36%** 528.30%**
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Prob> F 0.000 0.000 0.000 0.000 0.000 0.000
R Square 0.4137 0.3432 0.3792 0.4166 0.3830 0.3422

In this table, the figures in the parenthesis show p values of the corresponding parameters. In addition, asterisks ***, ** * denote
the level of significance at respectively 1%, 5% and 10% levels

In all the specifications, we found a statistically significant negative impact on the bond market by COVID-19 metrics.
Economic factors like crude oil, VIX, and EPUUS also have the same negative impact on the bond market. The gold commodity
market has a positive impact on the bond market.

5.3 Robustness Check

Like our regression output, the result in Table 8 similarly confirms that COVID-19 has a significant negative effect on the sukuk,
stock, and bond markets. From the findings, it seems that the sukuk market is less sensitive to pandemics, especially in the case of
our model (2) with an insignificant coefficient (-0.027, p = 0.841), where we examined the daily growth of death cases. The stock
market is more sensitive, as evident by the coefficients (-100.229, p = 0.002) for new growth cases and (-50.560, p = 0.000) for
death cases. Moreover, the economic variables such as EPUus and VIX showed strong inverse impacts on the stock market, further
confirming negative effects on the stock market by the time. In cases of volatility, the sukuk, stock, and bond markets reveal
varying impacts. The Sukuk market exhibits the lowest volatility with a coefficient of ARCH 0.352 and an insignificant coefficient
of GARCH 0.107, signifying that sukuk prices are less responsive to the immediate market changes and showed stable volatility
over time. In our model (2), the study also found the lowest ARCH and GARCH terms for Sukuk market. This highlighted that the
sukuk market is less volatile and less affected among the dependent variables (H4). The ARCH and GARCH terms of models (1)
and (2) of the stock market demonstrate the highest volatility of the stock market, while the ARCH and GARCH terms of the bond
market state moderate volatility of the bond market.

Table 8: GARCH (Robust Standard)

) 2
Variabl
ariabies Sukuk Stock Bond Sukuk Stock Bond
3.368%** -100.229%** -3.022%*
COVIDpecc ('0 000) (0.002) (0.070)
-0.027 -50.560%** -1.598%**
COVIDpep (0.841) (0.000) (0.000)
Gold 0.02]%** -4.206%** 0.011 0.014 -3.784%** 0.019
(0.000) (0.000) (0.820) (0.577) (0.000) (0.660)
CrudeQil 0.163%** 2.128* -0.550%** 0.010 3.459%* -0.348%***
('0.000) (0.072) (0.001) (0.796) (0.035) (0.000)
VIX 0,403 %%+ -47.270%** -2.356%** -0.292 -45.54 %% -2.245%%*
('0 000) (0.000) (0.000) (0.330) (0.000) (0.000)
FSI _4.85] %% 202.863%** 2.015 0.450 87.436%** 1.877
(0.001) (0.000) (0.495) (0.898) (0.004) 0.377)
EPUus 0,033 %% -0.926** -0.039** -0.022%* -0.758** -0.032%**
('O 000) (0.035) (0.016) (0.021) (0.030) (0.000)
Commodity 0.135%** 0.396 0.036 -0.024* -0.179 -0.094***
(0.000) 0.777) (0.686) (0.087) (0.862) (0.001)
o 231.668%** 6439.838%** 619.168*** 205.4933%*%*%* 6138.417%** 602.135%**
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
ARCH (L1) 0.35]%** 0.946%** 0.688** 0.956%** 0.969%** 1.320%**
(0.000) (0.000) (0.026) (0.000) (0.000) (0.000)
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GARCH (L1) 0.107 0.003 -0.022 0.002 0.008 -0.004*
(0.174) (0.898) (0.296) (0.961) (0.983) (0.094)
GARCH (L2) -0.013 -0.013 -0.018 0.172 0.102 -0.004
(0.681) (0.194) (0.314) (0.862) (0.699) (0.944)
GARCH (L3) -8.933 -8.363 %+ 1.837%%x
(0.570) (0.000) (0.000)
Observations 517 517 517 517 517 517
Log-likelihood -1666.443 -3625.171 -2227.732 -1544.507 -3629.419 -2168.599
Wald chi? 942.23 2956.35 155.25 1366.69 7482.64 1739.13
Prob>chi? 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

In this table, the figures in the parenthesis show p values of the corresponding parameters. In addition, asterisks ***, **_ * denote the level of
significance at respectively 1%, 5% and 10% levels.

6. CONCLUSION AND IMPLICATIONS

Sukuk has maintained steady growth during the recent period, but COVID-19 has moderated the optimism momentum and
represented a progressively interesting investment instrument (Naifar, Tiwari, & Alhashim, 2020). The stock market demonstrated
greater sensitivity and greater volatility as measured with COVID-19 metrics. The bond market shows moderate sensitivity and
volatility during our observed period. Our finding is also consistent and has literature support. Overall, the findings from the study
emphasize the distinct behavior of the sukuk, stock, and bond markets in the pandemic situation.

Our findings have several implications for investors, policymakers, and regulatory bodies. Firstly, investors can make
efficient portfolios, and they can get diversification benefits to protect themselves from unfavorable economic downturns.
Secondly, the findings will offer insights about Sukuk that will develop the expertise of policymakers regarding the sukuk market.
They will also be able to propose new products that follow the same principles and have the same characteristics. Finally, our
findings also provide empirical evidence and data on the respective fields. Regulatory bodies from different sovereigns can adopt
regulations based on their economic conditions.

Our study has few imitations, as we use the sukuk index as a proxy for the global sukuk market, as well as some other
indexes to reflect the global market. There may be some other macro-level variables that affected the sukuk market. Further
research should be carried out, focusing on emerging countries like Bangladesh. Research should also be done, focusing on the
MENA region as well. Some other advanced statistical tools can be used to reveal more analysis and findings. The Islamic stock
market can be included in further research.
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