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ESG as a concept has grown substantially in
importance and prevalence since the beginning of
the 21st century (Leins, 2020).

Managers are obliged to focus only on shareholder
value maximisation by focusing on the financial
goals. (Ferell, Hao, & Renneboog, 2016)

Higher ESG-performing firm is value-creating from
branc§ equity and stakeholder loyalty. (Du & VYu,
2020).
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Whilst it is evident that the Shariah
screening and ESG screening enhance
the values of the shareholders, there is
a missing link to the potential benefits
of double screening (Shariah and ESG
scoring) on the Firm Financial
Performance.
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Additionally, there is a critical needs
to dig deeper into the quality of the
firms' ESG commitment. Hence, the
ESG-Leaders and ESG-Laggards are
incorporated as the moderating

ESG develop relationships of trust with stakeholders,
where ethical behaviour leads to positive long-term
impag:t (McWilliams & Siegel, 2001; Lamb & Buitler,
2018).

)/

S SR e variables on the relationship of ESG Q //3
Firms (2021) Firms (2012) on Firm Financial Performance. QJO N (0
S x
Full ESG sample 316 42 44 37 Hassan et al. (2021) state that the = > 4 % g
ik 178 39 21 30 combined effect of ESG and Shariah § 3
Non-Shariah compliant 138 45 23 24 Screenlng = mOStIy Unknown. E %
@© =
ESG Score Gap (Compliant v . i . ) o -
Non-Cc;r:'leplia:t] STETETEE 14% 16% 1.to examine the impact of ESG S ' =
, i i practices and their components 2 o
Shariah Equities exhibit higher ESG (ESG) on the financial performance o S

.
=
Data & Methodology

e Secondary data from

scores compared to Non-Shariah
Equities for the past decade!

(

ESG practices are unproductive
expenditures that NEGATIVELY
impact financial performance.
(Jensen & Meckling, 1976)
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ESG practices reflect good management
of firms, which fulfilling the interests of
all the stakeholders, thereby leading to a
POSITIVE impact on performance
(Freeman, 1994)
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Our general finding is consistent to Lee & Isa (2022) that found a POSITIVE impact of ESG
combined screening with Shariah firms on financial performance. (Stakeholder Theory) Dj
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According to Zhang et al. (2018), financial performance could also affect ESG

bi-directionally which may cause endogeneity problems. To address this issue, . Firm Size » Leverage (01| ggﬁ;’.*,f;gga,ds
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