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Abstract

The paper examines the impact of the Coronavirus (COVID-19) on the in-
ternational financial market. The latest studies dealt with the effects of the
Coronavirus on the international money market in twenty countries of the
world that recorded the highest numbers of infections and deaths. The basic
information is gathered from various online media, memos, various types of
research papers, other online sources, etc. The paper finds that different
countries are conducting practically identical experiments to curb the spread
of the disease. There are unusual arrangements in societies, families, govern-
ments and money investigators who don’t take into account the financial
consequences of the spread of pollution. The state and governments stand on
the verge of the current crisis. The stock exchange has experienced massive
volatility over the last year.
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1. Introduction

The COVID-19 outbreak caused by the SARS-CoV-2 Coronavirus in China has
been widely observed and commented on by governments, researchers and the
public alike. The rapid growth of positively diagnosed cases and the subsequent
secondary outbreaks in many countries around the world have increased inter-
national concerns. The spread of the disease, due to its global consequences, is
compared to the influenza pandemic of 1918. Accordingly, the World Health
Organization (WHO) declared the COVID-19 epidemic a public health emer-
gency of international concern on January 31, 2020, and then classified it as a
pandemic on March 11, 2020. Infectious diseases are among the leading causes

of death worldwide, accounting for a quarter to a third of all deaths. They are
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ranked after cancer and heart disease as a flagship.

The recent COVID-19 virus has affected all financial markets around the
world, with the stock price trend dropping significantly and continuously.
Among the financial markets that suffer from this situation were the Dow Jones
and Standard & Poor’s from the United States of America. The Daily Financial
Times (2020: p. 1) supported the fact that “the Dow Jones and S & P are taking
into account the share prices of a variety of companies in the United States have
fallen by more than 20%”. Another global evidence of the impact of financial
markets around the world is from the Nikkei trades with the Tokyo Stock Ex-
change. The market price trend in the Nikkei has also seen stock price fluctua-
tions and most of them are downward all the time since the outbreak of
COVID-19 became the pandemic of the whole world. The Daily Financial Times
(2020: p. 1) reported that “Likewise, the Nikkei has declined, which takes into ac-

count the share prices of companies on the Tokyo Stock Exchange significant.”

2. Motivation and Purpose of the Study

Globally, the COVID-19 shock is severe even compared to the major financial
crisis of 2007-08. However, the impact of COVID-19 on financial markets has
not been researched. Various international monetary organizations and plat-
forms have warned that the latest COVID-19 will have serious impacts on the
global economy and the impacts may go beyond the 2007/08 global economic
crises. The World Economic Forum (World Economic Forum, 2020: p. 1) in-
sisted that “the global coronavirus shock is severe even compared to the major
financial crisis of 2007-08.” Literary evidence reveals that COVID-19 has had a
major impact on financial markets around the world. Indicators of the impact of
COVID-19 on financial markets have been observed in various financial markets
in the world, particularly the United States of America for the Dow Jones and S
& P, and the trends of trading rates have decreased dramatically in response to
the COVID-19 situation in America and the world at large. Economics (Econo-
my, 2020: p. 1) details in detail that “By the time the day ended, the Dow Jones
and the S & P saw their biggest one-day decline since 1987”. Lawmakers in
Washington have continued to work on the economic bailout package. They are,

of course, trying, responding to the impact of the Coronavirus Pandemic.

3. Study Objective

Globally, the COVID-19 shock is severe even compared to the major financial
crisis of 2007-08. However, the impact of COVID-19 on financial markets has
not been researched. Various international monetary organizations and plat-
forms have warned that the latest COVID-19 will have serious impacts on the
global economy and the impacts may go beyond the 2007/08 global economic
crises. The current study is conducted to verify the impact of COVID-19 on fi-
nancial markets from January 1, 2020 to December 12, 2020 in a group of coun-

tries in the world that recorded the highest cumulative numbers of injuries and
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deaths, according to WHO statistics and the financial market index for these
countries.

Importance of the study: This study will add new knowledge regarding the
impact of COVID-19 on the financial market from January 1, 2020 to December
12, 2020 in a group of countries in the world that have recorded the highest cu-
mulative numbers of injuries and deaths, according to WHO statistics and the
financial market index for these countries. Most importantly, the study will be
very useful for the main study of applied financial economics and will support

investors and decision makers in my government in some countries of the world.

4. Literature Review

Various international monetary organizations and platforms have warned that
the recent COVID-19 will have serious impacts on the global economy and its
effects may extend beyond the 2007/08 global economic crises. The World Eco-
nomic Forum (2020: p. 1) insisted that, “Globally, the shock of the Coronavirus
is severe even compared to the great financial crisis of 2007-08.” Literary evi-
dence revealed that COVID-19 has had a significant impact on financial markets
around the world. Indicators of the impact of COVID-19 on financial markets
have been observed in various financial markets in the world, particularly the
United States of America for the Dow Jones and S & P, and the trends of trading
rates have decreased dramatically in response to the COVID-19 situation in
America and the world at large. Economics (Economy, 2020: p. 1), detailing that
“by the time the day ended, the Dow Jones and the S & P had their biggest
one-day decline since 1987.

Lawmakers in Washington continued to work on an economic rescue pack-
age. They are, of course, trying to respond to the impact of the Coronavirus
Pandemic. Economists have predicted a serious impact of COVID-19 on the
economy. Economists have analyzed that COVID-19 will have an impact on so-
cial welfare and the economy in general, particularly in the business and public
business financial markets. In terms of import, export, production and fuel pric-
es, (Shambaugh, 2020: p. 1) to support this issue, said, “Therefore, the decisive
measures taken to curb the spread of the pandemic will have the greatest impact
on the broader welfare and the economy.”

The global pandemic, COVID-19, is expected to be the most defining eco-
nomic and social event in decades. Not only has it caused millions of injuries
and hundreds of thousands of deaths, but it has also caused devastation in the
global economy on a scale not seen since at least the Great Depression (Laing,
2020). The impact of COVID-19, in a negative or positive way, is expected to af-
fect food security, inequality, democracy and human rights (European Institute,
2020), human development, pollution and waste (Mitra et al., 2020), Crawford et
al. 2020), and education (Zhang et al., 2020), urban and rural development,
gender equality (Alon et al,, 2020) and human poverty (Mahler et al., 2020;
Sumner et al., 2020), trade links and discussions of globalization. According to

Tokitch, the pandemic will accelerate the “de-globalization and de-dollarization”
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of the economy (Tokic, 2020), while others call for global cooperation in public
health and economic development, or science (Loayza & Pennings, 2020; Bald-
win & Tomiura, 2020) notes the pandemic should not be misinterpreted as a jus-
tification for anti-globalization, but rather it should lead to dual sources to avoid
over-dependence. The COVID-19 crisis has demonstrated to financial market
participants, policymakers and the general public People argue that natural dis-
asters can directly create devastating global economic impacts on an unprece-
dented scale (Goodell, 2020).

Several contributions have discovered that population health is positively re-
lated to economic well-being and growth (Mckibbin & Fernando, 2020); Others
emphasize the social, economic, environmental and political impacts of the
global epidemic (Nicola et al., 2020) as a cornerstone of the concept of sustaina-
bility. As theoretical modeling (Eichenbaum et al., 2020) has indicated, there is
some interaction between epidemics/disease outbreaks and economic dynamics
(Yu & Aviso, 2020). The spread of COVID-19 has reduced economic activity
around the world and led to new threats to financial stability (Boot et al., 2020).
The development of the disease and its economic impact remain uncertain,
making it difficult for Governments (and national banks) formulate an appro-
priate macroeconomic policy response to improve market efficiency by ensuring
long-term sustainability.

A world experiencing financial market lockdowns could drastically drop stock
prices due to the COVID-19 pandemic. COVID-19 has taken financial markets
in different trade directions, which will ultimately affect the global economy. In
particular, it was forced to close trading three times during this week. “Various
literature indicated that the current COVID-19 will seriously affect the global
economy, noting that the world is heading towards a global recession.” A global
recession is a situation in which global production is declining. With an impact
on employment which means that the production of industries will be affected
and decrease and people will lose their jobs while the import and export activi-
ties in general will be affected by recessions around the world. Euro News (2020:
p. 1) to support the debate, they report that “the global recession is now a real
possibility; Central banks around the world have cut interest rates to record le-
vels.”

There are no vaccines or distinct treatments for COVID-19. However, there
are several ongoing clinical primers for evaluating possible drugs. The interna-
tional financial market is located at a place where budgetary fortunes are ex-
changed between people (and between nations). It tends to be viewed as a broad
arrangement of norms and institutions where resources are exchanged between
surplus specialists and operators in short supply and where organizations set
guidelines. What is more in this market is a wide range of global exchanges. So
this market is an indicator of monetary development. Right now, Coronavirus
Day affects every area of life. A review of the literature suggested Antonakakis et
al. (2020) that in new cases announced outside of China only, the mortality ra-

tios of the tested models have a conclusive and constructive result, and besides,
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the meridian ratios are more ingrained than in China; COVID-19 resilience
could make another scene of global budget pressure. McKibbin and Fernando
(2020) consider the temporally volatile links between financial exchange returns,
enabling instability and dealing with vulnerability. Their findings suggest that
relations certainly oscillate with time, that oil demand is staggering, and that the
economic downturn in the United States is tempting them. And that the in-
volved escalation could have a major impact on the global economy in the short
term, these conditions show the size.

Baret et al. (2020) discussed in detail the impact of COVID-19 on financial
markets and banks. He emphasized that COVID-19 has significant impacts on
the public financial markets as the world has recently witnessed the fall of stocks,
oil, stocks and bonds around the world. This is evidence that COVID-19 has
been seriously pushing financial markets in a different direction and responding
to investments. Baret et al. (2020) detailed that “since February 21, 2020, bond
yields, oil and equity prices have fallen sharply, and trillions of dollars, across
nearly all asset classes, have expanded to safety”. A different international or-
ganization stated that since COVID-19 will have a major impact on the global
economy and may be more than the financial crisis of 2017, it is clear that meas-
ures to rebuild and restore the economy will be difficult and will need the world
to stand together and strong to overcome the economic impact of Coronavirus.
The S & P Global Report (2020: p. 1) said, “It is now clear that the damage to
global economic activity from measures to curb the spread of the Coronavirus
pandemic will be enormous.” From a global business perspective, the coronavi-
rus has also affected. Different firms suffer from lower output which leads to
lower revenue collection. Jim (2020) outlined the extent to which companies
have been affected by the recent COVID-19 epidemic. Jim (2020: p. 1) explained,
“Companies are experiencing low revenue, high operating costs and/or cash flow
challenges due to COVID-19”. It has reported that, as the world is experiencing
an economic recession, the recovery and restoration of the economy will be in
the long run due to the large and dangerous negative impact of COVID-19 on
the global economy. The ICAEW Report (2020), on the contribution of their
report, states that “the COVID-19 pandemic has made listening difficult, if not
completely unexpected, but has given hope for a long-term recovery.”

Larry (2020) suggests that since the world depends in large part on Chinese
commodities and production, importing goods becomes the challenge because
the spread of the Coronavirus is seriously stopping production and exports as
well. So, a large number of countries that depend on importing goods from
China are automatically affected by COVID-19. Larry (2020: p. 1) explained in
detail that “the impact of imports into China has directly affected the export
economy of countries around the world”. The financial markets’ response to the
COVID-19 pandemic is believed to be investor concerns. The literature indicates
that as the increase in COVID-19 spreads across the globe, this has led to serious
concerns and uncertainty in investing in financial markets, as the results of var-

ious global financial markets have become very volatile and stock prices have
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fallen dramatically. Segal & Gerstel, (2020: p. 1) analyzed the sentiment of in-
vestment concerns and argued in detail that “fears of a wider outbreak and its

economic impact spread to financial markets last month”.

5. Relationship between Pandemic and Stock Price

An effective market hypothesis describes the response of information to a stock
price, and is how the information affects the share price. According to the effi-
cient market hypothesis, the market will respond to the information quickly. The
players in the capital market must be selective in choosing information. Infor-
mation relevant to the state of the capital market is the information that the
players in the capital market require when making decisions. However, not all
information is valuable; some information is not relevant to the activity of the
capital market. Marston (1996) identified types of bad information. First, some-
times the quality of the information is of no value. The quality of the informa-
tion is related to the included content. From this content, information can be
aggregated into relevant or unrelated capital market activity. Second, informa-
tion is bad when the information distribution to investors is not smooth. Ede-
rington & Jae (1993) and Frech & Richard (1996) examine the relationship be-
tween market ups and downs with timing of macroeconomic announcements
and government reports. Schwert (1981) finds a weak relationship between stock
movement and macroeconomic information. Torben (1996) states that the
movement of stock prices is mainly caused by the introduction of new informa-
tion and the processing of new information along with the market price.
Houlthousen & Verrechia (1990) suggest that ads that do not contain new in-
formation will not change investor confidence, so investors will not think about
trading. This result is in line with that reached by Kim, Taylor and Taylor (2020)
who state that trade volume is a function. The change in absolute prices the in-
creases, as the price reflects the change in the level of information. The differ-
ence in the weight of public information can change the investor confidence,

which leads to trading.

6. Research Methodology

This study is conducted to investigate the impact of COVID-19 on financial
markets from January 1, 2020 to December 12, 2020 in a group of countries in
the world that records the highest cumulative numbers of injuries and deaths,
according to WHO statistics and the financial market index for these coun-
tries. The study applies a simple regression model to investigate the impact of
COVID-19 on financial markets over the cited period. Time series data are used
on a monthly basis from January 1, 2020 to December 12, 2020 in a group of
countries in the world that records the highest cumulative numbers of injuries
and deaths, according to WHO statistics and the financial market index for these
countries. And it relies on historical data from stock exchanges of the sample

countries. The study applies simple regression in double linear models and qua-
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si-logarithms to investigate the effect of using quantitative method with applica-
tion of Excel (Microsoft office excel 2007), on financial markets during the study
period. Study design, descriptive and analytical SPSS (VERSION 24). The study
uses the following equations to analyze the impact of COVID-19 on financial

markets:

InY =a, +B,CNFIC, +e, (1)

where, Dependent Variable, (Close price) CNF/C is COVID-19 Confirmed cas-
es. The a, is constant, and f,, is the coefficient parameter.

InY =a, +B,CNF/D, +e, )

where, InY is the natural log of Dependent Variable, CNF/D is COVID-19

deaths. The a, is constant, and B, is the coefficient parameter.
Re=a, +B,CNF/C, +¢e, (3)

where Re is return on stock, CNF/C is COVID-19 Confirmed cases.
Re=0,+B,CNF/D, +e, (4)

where Re is return on stock, CNF/D is COVID-19 deaths.

6.1. Research Hypotheses

A. The first hypothesis: There is a significant and significant correlation between
the number of injuries in the Corona pandemic and the returns of financial
market indicators in the countries that record the highest injuries for the twenty
countries in the world. B. The second hypothesis: There is a significant and sig-
nificant correlation between the number of deaths in the Corona pandemic and
the returns of financial market indicators in the countries that recorded the
highest deaths for the twenty countries in the world.

First: Discussing the results: Correlations and testing the correlation hypo-
theses for returns Table 1 shows the correlations between the number of injuries
and deaths and the return on financial market indicators, which is expressed by
the Pearson coefficient for the research sample countries that records the highest
cumulative injuries during the year 2020 according to the data of the World
Health Organization. The Pearson correlation coefficient between the number of
injuries in the pandemic and the returns of global financial market indicators
reached 0.626*, which is a significant correlation at the level of 5%. In the coun-
tries, the study sample records the highest value of it, 0.930** in MEXICO (Y11),
which indicates a strong correlation between the returns of the market index and
the number of injuries with a significant level of 1%, followed by TURKEY (Y15)
with a significant correlation of 0.911** and a significant level of 1%. The values
of the relationship between the number of injuries and the returns of indicators
for the rest of the countries varied, as it reached the lowest value for the correla-
tion relationship in FRANCE (Y5) is —0.044, indicating a very weak correlation
between the number of infections worldwide and the returns on stock index in

France.
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Table 1. The correlations between the number of injuries and deaths and the return on financial market indicators.
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On this basis, the first hypothesis can be proven, which states (There is a sig-
nificant and significant correlation between the number of injuries in the Coro-
na pandemic and the returns of financial market indicators in the countries that
record the highest injuries for twenty countries in the world). As for the rela-
tionship between the global monthly number of deaths, according to the World
Health Organization, and the returns of financial market indicators, the sample
of the study since the spread of the pandemic in the world during the year 2020
has reached its value at the level of the global index 0.575, which is a correlation
higher than the average level, which indicates that changes in the number of
deaths cause Change in index returns, and this reached the highest value of the
Pearson correlation coefficient in the countries. The study sample records its
highest value 0.63t in MEXICO (Y11), which indicates a strong correlation be-
tween market index returns and the number of deaths with a significant level of
5%, followed by TURKEY second place (Y15) with a significant correlation of
0.851***, and at a significant level of 1%. The values of the relationship between
the number of deaths and the returns of indicators for the rest of the countries
vary, as the lowest value of the correlation relationship in GERMANY (Y10) was
0.042, which indicates a very weak correlation between the number of worldwide
deaths and stock index returns in Germany.

On this basis, the validity of the second hypothesis can be tested, which states
(There is a significant correlation significant between the number of deaths in
the Corona pandemic and the returns of financial market indicators in the
countries that recorded the highest deaths for the twenty countries in the world).

As for the correlation between the financial market returns indicators in these
countries only, the data of Table 1 vary with each other between a strong moral
relationship with the highest value of which reached —0.429 between the United
States index (Y1) and the GERMANY (Y10) index, which indicates the changes
in the returns of the financial market index for one of them lead to a change in
the returns of the other index, while the lowest value of the correlation coeffi-
cient was between the return of the COLOMBIA index (Y9) and the return of
the SOUTH AFRCA (Y16) index, which reached 0.048, which indicates a weak
confusion relationship between the two indicators.

Second: Regression analysis through regression analysis that is performed us-
ing the EXCEL & SPSS program, and the results of the analysis appear in Table
2, which show the coefficients of the regression relationship in column (2)
which represents the equation constant (A4), which expresses the value of the
adopted variable when the value of X is zero Column (3), which represents the
coefficient (B) of the independent variable X, which represents the number of
confirmed cases. Thus, the model for forecasting the returns of financial market
indicators for countries is the research sample and on the monthly basis as fol-

lows:

Y, =A+BX (5)

where is y; = Dependent Variable, x =number of confirmed cases.
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Table 2. The variables between the number of infected cases and the return of financial
market indicators for countries with higher corona injuries during the study period.

COUNTRY1/CONF Constant2 Beta3  Multiple R4 R Square5 AdjustedR6

GLOBALY 37567.86  —373138 0.347907 0.121039 0.033143
USY1 33799.01 321376 0.238182 0.056731 -0.0376
India Y2 32080.49 —41370.8  0.038982 0.00152 —-0.09833
Brazil Y3 32222.62 -98855.6  0.114298 0.013064 —-0.08563
RUSSIAN Y4 36565.76  —590157 0.41439 0.171719 0.088891
FRANCE Y5 30687.63 —260768 0.223013 0.049735 —0.04529
ITALY Y6 31148.36  —225183 0.222992 0.049725 —-0.0453
UK Y7 —0.00846 0.607534  0.903707 0.816686 0.798354
SPAIN Y8 -0.00723  1.005703 0.982 0.964 0.960
COLOMBIA Y9 0.002592  0.602808 0.73609 0.541828 0.496011
GERMANY Y10 32535.46 —364866 0.308445 0.095138 0.004652
MEXICO Y11 —4850.74 341668.9 0.61512 0.378372 0.316209
POLAND Y12 30111.7  —434411 0.428156 0.183318 0.101649
IRAN Y13 30639.18 51530.34 0.0222 0.000492 —-0.09946
BERU Y14 29467.4  —557244 0.23562 0.055517 —0.03893
TURKEY Y15 3623.883 1152729 0.451199 0.20358 0.123938
SOUTH AFRCA Y16 34881.12 —406597 0.287202 0.082485 —-0.00927
INDONESIA Y17 31916.87 120898.5 0.10364 0.010741 —-0.08818
BELGIUM Y18 28960.26  —243777 0.219772 0.0483 —0.04687
NETHERLANS Y19  32689.12 —-357920 0.221542 0.049081 —0.04601
IRAQ Y20 31914.19  230796.5 0.078541 0.006169 —-0.09321

It is also evident from Table 2 Systemic Risk (Beta), which includes market,
economic and environmental factors that affect the research variables. It is noted
from the values that they are negative, and this indicates that the tendency of the
indicators’ returns has a negative direction with the dependent variable, the
number of injuries. The multiple correlation coefficient in column (4) and the
highest value of the multiple correlation coefficient was 0.982 in the returns of
the SPAIN Y8 index, and the lowest value in IRAN Y13 was 0.0222. As for the
effect coefficient R2, shows the table indicating the percentage of what is ex-
plained by the independent modulator (X), the number of injuries in the depen-
dent variable () stock price returns. As the highest value of the index 0.964
SPAIN Y8 is achieved, this means that 96% of the changes in the adopted varia-
ble returns indicators in the financial markets explained by the independent va-
riable the number of cases of COVID-19, and the lowest value for this indicator
was 0.000492 in IRAN (Y13). In addition, the highest value of Adjusted R in
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column 6 of Table 2 is 0.960 recorded by the Financial Market Index in SPAIN
(Y8), while the lowest value was 0.004652 in GERMANY (Y10). The rest of the
values varied between these two limits.

The results of the analysis in Table 3, which show the coefficients of the re-
gression relationship in column (2), which represents the equation constant (A4),
which expresses the value of the adopted variable when the value of X is zero,
and the column (3), which represents the coefficient (B) of the independent va-
riable X, which represents The number of deaths and thus the model for fore-
casting the returns of financial market indicators for the research sample coun-

tries on a monthly basis is as follows:
Y, = A+BX (6)

where is y; = Dependent Variable, (PRICE) and DEADS/C is COVID-19 Con-
firmed cases. The a; is constant, and (B, B, ...) is the coefficient parameter.

Table 3. The variables between the number of infected cases and the PRICE of financial
market indicators for countries with higher corona injuries during the study period.

DEATH/Return Constant BETA  Multiple R R Square Adjusted R
Square

GLOBALY 598.6934 -5173.89  0.259602 0.067393 —0.02587
US Y1 563.6948 —6889.98  0.274797 0.075513 -0.01694
India Y2 548.8265 —2508.72 0.127 0.016 —0.0822
Brazil Y3 548.1481 —4686.72  0.291611 0.085037 —0.00646
RUSSIAN Y4 571.1421 -6585.82  0.248857 0.06193 —0.03188
FRANCEY5 490.718 -7555.72  0.347735 0.12092 0.033012
ITALY Y6 503.5404 -6844.21 0.364732 0.133029 0.046332
UKY7 394.8526 -12674 0.454055 0.206166 0.126782
SPAIN Y8 456.7138 -6536.4 0.356837 0.127332 0.040066
COLOMBIA Y9 394.6327 -6309.75  0.420624 0.176925 0.094617
GERMANY Y10 538.6283 —8549.08  0.388922 0.15126 0.066386
MEXICO Y11 273.7033  2265.195 0.219461 0.048163 —0.04702
POLAND Y12 496.0414 -5797.01 0.30747 0.094538 0.003992
IRAN Y13 352.6369  9489.794 0.21972 0.048277 —-0.0469
BERU Y14 410.3809 —28358.1 0.645 0.416 0.358013
TURKEY Y15 46.05504 19371 0.408029 0.166487 0.083136
SOUTH AFRCA Y16 547.5276 —-3954.95  0.150336 0.022601 -0.07514
INDONESIA Y17 504.8107 -3052.58  0.140823 0.019831 -0.07819
BELGIUM Y18 474.2083 -3869.05  0.187707 0.035234 -0.06124
NETHERLANS Y19  545.0439 -9248.12  0.30805 0.094895 0.004384
IRAQ Y20 475.4634 -23045.8  0.422044 0.178121 0.095933
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It is also evident from Table 3 systemic risk Beta, which includes market,
economic, health and environment factors that affect the research variables, and
it is noted from the values that they are negative, and this indicates that the ten-
dency of the indicators’ returns has a negative direction with the adopted varia-
ble, the number of injuries. 3) The multiple correlation coefficient in column (4)
and the highest value of the multiple correlation coefficient was 0.645 in the re-
turns of the BERU Y14 index, and the lowest value was recorded in India Y2
which was 0.127. As for the effect coefficient R2, which shows the table indicat-
ing the ratio of what is explained by the independent variable (X) the number
Injuries to the dependent variable (Y) stock price returns. As the highest value of
the index 0.416 was achieved in BERU Y14, this means that 42% of the changes
in the adopted variable returns indicators in the financial markets explained by
the independent variable the number of deaths in COVID-19, and the lowest
value for this indicator is 0.016 in India Y2. Moreover, the highest value of Ad-
justed R in column 6 of Table 3 is 0.126782 recorded by the UK Financial Mar-
ket Index Y7, while the lowest value was 0.004384 in NETHERLANS Y19, and
the rest of the values varied between these two limits.

First: Correlations and testing of hypotheses for correlation of prices Table 4
shows the correlations between the number of injuries and deaths and the prices
of financial market indicators, which is expressed by the Pearson coefficient for
the countries of the research sample that recorded the highest cumulative inju-
ries during the year 2020 according to WHO data.

Table 4. The correlation coefficient between the number of infected cases and the returns of financial market indicators for coun-

tries with higher corona injuries during the study period.

CORR/Price

new/c

New/ D

Y

Y1

Y2

Y3

Y4

Y5

Y6

Y7

Y8

Y9

Y12

Y13

Y14

Y15

Y16

Y18

Y19

Y20

new/c

1

0.206883

0.22709

0.596924

0.260846

0.242264

—0.08504

0.123726

—0.31165

—0.36303

—-0.61674

—0.6033

—0.74947

0.100418

0.643186

—-0.31744

0.254845

—0.33737

0.835118

0.355534

—0.25257

0.117148

0.051452

Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15 Y16 Y17 Y18 Y19

New/ D Y Y1 Y2 Y3
1
0.621437 1
—0.14897 —0.47786 1
—0.39703 -0.58499 0.754384 1
—0.33051 -0.38571 0.558913 0.930036 1
—0.37926 —0.46623 0.441776 0.855975 0.898802 1
—0.60474 —0.57579 0.610821 0.939375 0.899764 0.89602 1
—0.55118 —0.49718 0.164871 0.729548 0.769462 0.897631 0.823782 1

—0.52415 -0.46816 0.126756 0.69191 0.751548 0.901803 0.78591 0.988683 1

—0.53087 —0.46667 —0.11736 0.447433 0.471448 0.716971 0.602825 0.902311 0.890007 1

—0.49966 —0.35066 —0.23467 0.39077 0.482926 0.698899 0.548482 0.90797 0.918586 0.961363 1

—0.34403 -0.17673 —0.42898 0.189789 0.334779 0.57196 0.362026 0.743148 0.783695 0.869843 0.918439 1

—0.43768 —0.64998 0.744495 0.955961 0.851667 0.88605 0.91485 0.765326 0.747205 0.526661 0.453338 0.247163 1

—0.04633 —0.13718 0.570737 0.710807 0.791546 0.478324 0.58953 0.300621 0.26251 -0.0838 —0.03 -0.15762 0.523393 1

—0.65116 —0.61562 0.305766 0.713379 0.641249 0.837885 0.846219 0.903017 0.871465 0.889676 0.794754 0.63427 0.789291 0.110351 1

—0.25591 —0.47744 0.637823 0.809892 0.84174 0.750302 0.712044 0.568135 0.58071 0.223951 0.250987 0.092625 0.810669 0.743471 0.418428 1

—0.17304 -0.44957 0.300902 0.653079 0.688756 0.825001 0.621428 0.713023 0.769953 0.580549 0.591087 0.57754 0.738741 0.310626 0.592362 0.688338 1

0.193408 —0.01557 0.639918 0.451077 0.459682 0.078149 0.242092 —0.16533 —0.20637 —0.51327 —0.49915 —0.59553 0.265332 0.862214 —0.2723 0.533198 0.007543 1

—0.39639 —0.52729 0.839517 0.921807 0.832299 0.803174 0.88794 0.611074 0.570248 0.356154 0.254315 0.035097 0.929133 0.589213 0.695022 0.772175 0.521629 0.414094 1

—0.38238 —0.34254 0.139924 0.708095 0.810016 0.926962 0.802968 0.932415 0.936391 0.820318 0.841885 0.775175 0.705557 0.380752 0.824467 0.570493 0.723864 —0.10449 0.585731 1

—0.49849 —0.56127 0.56045 0.917466 0.900073 0.903194 0.935547 0.87036 0.822457 0.648393 0.603692 0.346833 0.90856 0.593708 0.823796 0.763235 0.62736 0.247685 0.877497 0.795817 1

—0.0535 —0.19203 0.359595 0.70363 0.772262 0.671514 0.630058 0.545773 0.559309 0.274301 0.317857 0.330044 0.634352 0.709173 0.351509 0.705722 0.757513 0.424405 0.485076 0.636342 0.578387
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The table shows that the correlation coefficient Pearson between the number
of infections in the pandemic and the prices of global financial market indicators
reached 0.5969, which is a correlation above the average in the countries. The
study sample records its highest value of 0.9559** in MEXICO (Y11) and it in-
dicates a strong correlation between market index prices and the number of in-
juries, with a significant level of 1%, followed by TURKEY (Y15) with a signifi-
cant correlation of —0.65, with a significant level of 5%. The values of the rela-
tionship between the number of deaths and index prices varies for the rest of the
countries, as the lowest value of the correlation relationship in SOUTH AFRCA
Y16 was 0.0075, indicating a very weak correlation between Worldwide number
and stock index prices in France. On this basis, the first hypothesis can be prov-
en, which states (there is a significant and significant correlation between the
number of injuries in the Corona pandemic and the prices of financial market
indicators in the countries that record the highest injuries for twenty countries
in the world).

As for the relationship between the global monthly number of deaths, ac-
cording to the World Health Organization, and the prices of financial market
indicators, the sample of the study since the outbreak of the pandemic in the
world during the year 2020, its value at the global index level reaches 0.575,
which is a correlation higher than the average level, which indicates that changes
in the number of deaths cause A change in index prices, and this reached the
highest value of the Pearson correlation coefficient in the countries. The sample
of the study records its highest value 0.639* in MEXICO (Y11), which indicates a
strong correlation between market index returns and the number of deaths with
a significant level of 5%, followed by TURKEY second. (Y15) with a significant
correlation of 0.851***, and with a significant level of 1%. The values of the rela-
tionship between the number of deaths and the returns of indicators for the rest
of the countries vary, as the lowest value of the correlation relationship in
GERMANY (Y10) was 0.042, which indicates a very weak correlation between
the number of Deaths at a global stock index in Germany. D. On this basis, the
validity of the second hypothesis can be tested, which states (there is a significant
correlation relationship between the number of deaths in the Corona pandemic
and the prices of financial market indicators in the countries that recorded the
highest deaths for the twenty countries in the world).

As for the correlation between prices of financial market indices in these
countries only, the data of Table 4 vary with each other between a strong moral
relationship with the highest value of which reached 0.9559** between the Unit-
ed States index (Y1) and the GERMANY (Y11) index, which indicates that the
changes In the returns of the financial market index for one of them, it leads to a
change in the returns of the other index. As for the lowest value of the correla-
tion coefficient, it is between the prices of the Iran (11) index and the return of
the MEXICO (Y13) index and reached 0.1103, which indicates a weak confusion

relationship between the two indicators.
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Second: Regression analysis of prices and the number of injuries Table 5
shows the coefficients of the regression relationship in column (2), which
represents the equation constant (A), which expresses the value of the adopted
variable when the value of X is zero, and the column (3), which represents the
coefficient (B) of the independent variable. X, which represents the number of
confirmed cases, and thus the model for forecasting the prices of financial mar-
ket indicators for the countries of the research sample and on a monthly basis as
follows:

Y = A+ BX (7)
where is y = Dependent Variable, x = number of confirmed cases. It is also evi-
dent from Table 5 the systemic risk (Beta), which includes market, economic
and environmental factors that affect the research variables. It is noted from the
values that they are negative, and this indicates that the tendency of index prices

has a negative trend with the dependent variable number of injuries.

Table 5. The variables between the number of infected cases and the PRICE of financial
market indicators for countries with higher corona injuries during the study period.

CONFORM/PRICE  Constant Beta Multiple R R Square Adjusted R
Square
Global Y 159534.5 -398.424  0.148972 0.022193 -0.07559
USY1 508910.1 —-17.9049  0.397031 0.157633 0.073397
India Y2 307981.7 —24.8808 0.33051 0.109237 0.02016
Brazil Y3 332978 —78.042 0.379258 0.143836 0.05822
RUSSIAN Y4 857362.3 —-288.441  0.604745 0.365716 0.302288
FRANCE Y5 679015.1 -129.779  0.551181 0.3038 0.23418
ITALY Y6 568781.6  —27.2051 0.524148 0.274731 0.202204
UK Y7 754808.7 —117.602 0.53087 0.281823 0.210006
SPAIN Y8 459962.6 —57.5848  0.499659 0.249659 0.174625

COLOMBIA Y9 183645.8 —5.18066  0.344027 0.118354 0.03019

GERMANY Y10  346140.205 —24.432 281 0.079 -0.023
MEXICO Y11 41031.69 -593.991  0.046329 0.0021 —-0.09764
POLAND Y12 789781.5  —432.158 0.651 0.424004 0.366

IRAN Y13 179406.9 —35239.2  0.255914 0.065492 —-0.02796
BERU Y14 458192.6 -702.721  0.173041 0.029943 —-0.06706
TURKEY 15 —172885  28669.07  0.193408 0.037407 —0.05885

SOUTH AFRCA Y16 5824353 -11.2686  0.396395 0.157129 0.072842
INDONESIA Y17 410668 -134.568  0.382381 0.146215 0.060837
BELGIUM Y18 531129.6 -7188.28  0.491671 0.24174 0.165914
NETHERLANS Y19  798203.8 -1391 0.498492 0.248494 0.173343
TIRAQ Y20 1343589  —223.86 0.053497 0.002862 —0.09685

DOI: 10.4236/ajibm.2023.139055

998 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2023.139055

M. A. M. Al-Jabouri, F. H. Kazim

In the same context, Table 5 shows the multiple correlation coefficient in
column (4), and the highest value of the multiple correlation coefficient was
0.651 in the returns of the POLAND Y12 index, and the lowest value in IRAQ
Y20 is recorded at 0.053. The independent variable (X) the number of hits in the
dependent variable (Y) stock price returns. As the highest value of the index was
achieved, 0.424, which means that 42% of the changes in the adopted variable,
the prices of the indicators in the financial markets, are explained by the inde-
pendent variable, the number of cases of COVID-19, and the lowest value of this
indicator was 0.0021 in IRAN (Y13).

Moreover, the highest value of Adjusted R in column 6 of Table 5 is 0.366
recorded by the Financial Market Index in POLAND (Y12), while the lowest
value is 0.02016 in India Y2, and the rest of the values varied between these two

limits.

6.2. Regression Analysis of Prices and the Number of Deaths

Table 6 shows the coefficients of the regression relationship in Column (2),

which represents the equation constant (A), which expresses the value of the

Table 6. The variables between the number of infected cases and the PRICE of financial
market indicators for countries with higher corona injuries during the study period.

Return Constant Beta Multiple R R Square Adjusted R
Square
GLOBALY 598.6934 -5173.89 0.259602  0.067393  —0.02587
USYl1 563.6948 -6889.98 0.274797  0.075513  —0.01694
India Y2 548.8265 —2508.72 0.127 0.016182 —0.0822
Barazil Y3 548.1481 -4686.72 0.291611 0.085037 —0.00646
RUSSIAN Y4 571.1421 —-6585.82  0.248857 0.06193 —-0.03188
FRANCE Y5 490.718 -7555.72  0.347735 0.12092 0.033012
ITALY Y6 503.5404 -6844.21 0.364732  0.133029  0.046332
UK Y7 394.8526 -12674 0.454 0.206166  0.126782
SPAIN Y8 456.7138 -6536.4 0.356837 0.127332  0.040066
COLOMBIA Y9 394.6327 -6309.75 0.420624 0.176925  0.094617
GERMANY Y10 538.6283 —-8549.08  0.388922 0.15126 0.066386
MEXICO Y11 273.7033 2265.195 0.219461  0.048163 —0.04702
POLAND Y12 496.0414 -5797.01 0.30747 0.094538  0.003992
IRAN Y13 352.6369 9489.794 0.21972 0.048277 —-0.0469
BERU Y14 410.3809 -28358.1 0.645272  0.416376  0.358013
TURKEY Y15 46.05504 19371 0.408029  0.166487  0.083136
SOUTH AFRCA Y16 547.5276 -3954.95 0.150336 0.022601 -0.07514
INDONESIA Y17 504.8107 -3052.58 0.140823 0.019831 -0.07819
BELGIUM Y18 474.2083 -3869.05 0.187707  0.035234 -0.06124
NETHERLANS Y19 545.0439 -9248.12  0.30805 0.094895  0.004384
IRAQ Y20 475.4634 -23045.8 0.422044 0.178121  0.095933
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adopted variable when the value of X is zero, and the column (3), which
represents the coefficient (B) of the independent variable. X; which represents
the number of confirmed cases, and thus the model for forecasting prices of fi-
nancial market indicators for the countries of the research sample, and on a
monthly basis as follows:

Y =A+BX (8)

where is Y= Dependent Variable, X = the number of cases of COVID-19.

It is also evident from Table 6 the systemic risk (Beta), which includes mar-
ket, economic and environmental factors that affect the research variables. It is
noted from the values that they are negative, and this indicates that the tendency
of index prices has a negative trend with the dependent variable number of inju-
ries.

In the same context, Table 6 shows the multi-correlation coefficient in col-
umn (4) and the highest value of the multiple correlation coefficient is 0.358 in
the returns of the POLAND Y12 index, and the lowest value in IRAQ Y20 is
recorded at 0.053. The independent variable (X) the number of hits in the de-
pendent variable (Y) stock price returns. As the highest value of the index is
achieved, 0.424, which means that 42% of the changes in the adopted variable,
the prices of the indicators in the financial markets, are explained by the inde-
pendent variable, the number of cases of COVID-19, and the lowest value of this
indicator was 0.0021 in IRAN (Y13). In addition, the highest value of Adjusted R
in column 6 of Table 5 is 0.454 recorded by the UK Financial Market Index
(Y7), while the lowest value is 0.02016 in India Y2, and the rest of the values vary

between these two limits.

7. Conclusion

This study is conducted to investigate the impact of COVID-19 on financial
markets from the period from March 1, 2020 to 12/12/2020 in twenty countries
that have recorded the highest cumulative number of confirmed cases of infec-
tion and deaths and that broadens knowledge regarding the impact of COVID-19
on The financial market during this period, more importantly, that the study will
be very useful for the main study of the applied financial economy and will sup-
port investors and decision-makers in the study, the results of the study reveal
that there is a positive relationship with statistical significance between COVID-19
confirmed case and all financial markets. This means that COVID-19 has had a
significant impact on the financial markets, as the results show the difference in
the correlation between the number of injuries and deaths and between the re-
turns and stock prices in the countries sample of the study and the relationship
range from a strong correlation to a weak correlation and this indicates the dif-
ference of changes in the indicators and stock returns Interstate study sample.

In the same context, the results show that the regression analysis has demon-
strated the impact of the pandemic on the returns and prices of financial market

indices, and with different impact ratios. The State of Peru recorded the highest
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value of the number of deaths in the returns of financial market indicators. Spain
also records the highest R2 value in the number of injuries.

As for the impact of the pandemic on the number of injuries on index prices,
it varies between countries in the degree of impact, and the highest value of the
interpretation coefficient R2 is recorded in Poland, in addition to the effect of
the pandemic, the number of deaths in the price of indices, the highest percen-
tage represented in Britain.

As for the systemic risk, is represented by the tendency between the number
of deaths, injuries, the prices and returns of the indices and the deceptive cha-
racteristic is of a negative tendency, and this means the negative trend of the re-
turns and prices of indices in the financial markets, and this is what can predict

the prices and returns of future stocks due to the pandemic.
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