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Abstract:

Coronavirus (COVID-19) is rapidly spreading, and this increases the state of fear among
investors and companies to enter into deals in global financial markets, in addition to losing a
large number of investors and companies in a very short period of time. This spread of the
virus wiped out at least 5 trillion US dollars of the value of the stock markets in one week,
which negatively affected the economic side of various countries of the world and led to a
state of recession for various sectors, especially the global financial markets. The research
problem was the following question (What are the general economic impacts of the Corona
pandemic, and have global financial markets been affected by the Corona pandemic?). Daily
data was collected for a group of the most important financial market indicators in the world,
and this data began a few months before the outbreak of the Corona pandemic, in order to
clarify the movements in the indicators before and after the spread of the Corona epidemic.
This period is from 1/May/2018 to 20/May/2020. It was concluded that the relationship
between the Coronavirus and the financial markets is an inverse relationship, the more the
number of infections increases, the volume of financial transactions in financial markets
directly decreases. We also conclude that financial market reactions are highly correlated with
the severity of the disease outbreak in each country.
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Introduction

Today humanity is living in distress in the midst of the Coronavirus pandemic that has led to a
massive health crisis and at the same time the global economy is entering a recessionary path
that is now described as an economic crisis from almost all sides. Therefore, there is a
justification for talking about a double health and economic crisis. It is clear that the first has
priority because it entails heavy losses in human lives. In addition to its direct impact on
human life, it also has major economic effects. These economic effects have important
consequences for social welfare and indirect health effects if not directly fatal. Therefore, fear
of the new Corona epidemic and its consequences is increasing. As there are increasing
numbers of deaths, it is expected that these numbers will rise when the indirect costs
associated with them due to lost productivity are taken into consideration. Thus, the economic
impacts are not only harmful to public health systems but also to trade, industry, agriculture,
travel, education, markets, retail chains and others. Nowadays, global stock markets are
collapsing and the real economy is already back into recession despite efforts by most
governments to support them. The first signs indicate a decrease in production and an increase
in unemployment. In this modern world, all of the world's economies are closely integrated so
that when anything happens in any part of the world it will have a medium to high level of
impact around the world. Therefore, the impact on one of the largest economies such as China
will greatly affect all economies of the world, because China is the second largest economy in
the world, with a value of $ 13.6 trillion, its position after the United States of America, as
China contributes 16% of the global gross product.

Research Methodology :

1. Research Problem:

Corona pandemic is one of the main causes of the decline in the economic level of various
countries, and this decline is caused by the state of fear and panic among investors and
companies to enter into financial deals within the financial markets, so the main problem of
research is the following question (What are the general economic effects of the Corona
pandemic, and whether it has been affected The main indicators of global financial markets? )

2. Importance of Research:

importance of the research is to give a scientific vision in an integrated framework of
theoretical and analytical developments that show the impact of the Corona pandemic on
some financial market indicators, as it is a vital topic that has not received an adequate share
of study by academic and research institutions.

3. Importance of Research:

Importance of the research is to give a scientific vision in an integrated framework of
theoretical and analytical developments that show the impact of the Corona pandemic on
some financial market indicators, as it is a vital topic that has not received an adequate share
of study by academic and research institutions.

4. Research Limits:

Daily data was collected for a group of the most important financial market indicators in the
world, and this data began a few months before the outbreak of the Corona pandemic, in order
to clarify the large movements in the indicators before and after the spread of the Corona
epidemic, and this period is from 1 May 2018 to 20 May 2020.

First: Concept and Development Coronavirus (COVID -19) :

Coronavirus is viral, respiratory disease caused through the Coronavirus, and Coronaviruses
are a great group of viruses that cause range of illnesses ranging from a common cool to
sharp respiratory syndrome (sars.CoV.2). It was first discovered in December, 2019 in Wuhan
China. Symptoms of infection are similar to symptoms of influenza, such as cough, sore
throat, fatigue, and shortness of breath (Evans, 2020: 3). (Rasheed, 2020: 1) He indicated that
coronavirus causes mild respiratory infection that is rarely fatal, and that corona virus was
discovered in the 1960s and that the first viruses detected were infectious bronchitis in birds
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especially chickens, and OC43,229E virus that infects Humans with cold. Then, other
elements were discovered, including: sars-CoV in 2003, NL63 virus in 2004, HKU1 virus in
2005, MERS virus in 2012, and the new nCoV-2019 virus. Most of these viruses cause
respiratory infections. In Arabic, it means "wreath” or "crown™ because of its distinctive
appearance that appears under the electron microscope in the presence of surface projections,
which gives it an appearance in the form of a king's crown, as these projections are proteins
that fill the surface of the virus. The World Health Organization announced the first human
condition of COVID-19, a disease caused by the new coronavirus, later renamed "SARS-
CoV-2", by officials in Wuhan, China, in December 2019 , The infected cases were identified
through investigations carried out by the Chinese authorities with the onset of symptoms in

early December 2019 (WHO, April 2020) . Then the epidemic moved from China to all
countries of the world, as shown in Figure (1).

Figure (1) Spread Coronavirus (COVID-19) In Worldwide
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Sources: ""World Health Organization and the National Health Commission of the
People’s Republic of China". March 23, 2020.

Reports show that the Corona pandemic has hurt international development by closing
companies and restricting consumer spending. However, it is difficult to estimate the
magnitude of the impact due to the lack of economic data. Despite the delay in publishing
official GDP figures, daily data can supply an early image of China's growth in the first
quarter as the outbreak of the coronavirus reduced China's real gross domestic product by an
annual rate of 32 per cent, which led to lower growth on an annual basis From 6% in the
fourth quarter of 2019 to 3.8% in the first quarter of 2020 (Lyu & Jun, 2020: 1). Because of
the rapid spread of the virus around the world, almost all western countries have taken root
procedures to contain or delay the spread of the virus. Most countries have placed restrictions
on daily social and economic life, such as border closures and a general curfew to limit
proliferation (Krisztin, 2020: 2). Figure (2) shows confirmed cases of coronavirus in the
world, since its first appearance on 1/October/2019 to 4/May/2020.
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Figure (2) confirmed cases of coronavirus in the world 2019-2020
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Source: World Health Organizations, Coronavirus disease (COVID-19) , Situation Report —

108 , https://reliefweb.int/report/world/coronavirus-disease-2019-covid-19-situation-report-
108-7-may-2020

Second: The Economic Effects Of The Corona Pandemic:

The rapid geographic spread of coronavirus Covid-19 has resulted in nearly 100,000
infections in 80 countries as of 4 March 2020, spreading fear around the world and disrupting
global economical activity. Stock markets about the world suffered the loss of trillions of
dollars in the US in one week February 28 in the worst week for the financial markets since
the financial crisis in 2008. Although the spread of the coronavirus began in 1/12/ 2019,
Financial markets did not respond instantly, as little information was available about how
long it could last and whether China could easily contain it and prevent it from spreading to
other countries. It was only a matter of time before the latest threat interacted with the
financial markets. The crash eventually took place in week ending February 28, when main
stock markets about the world faced their worst week since financial crisis of 2008. (Obeid,
2020: 1) . Coronavirus, also known as COVID-19, is spreading rapidly. According to the
WHO report, the outbreak that started at the end of last year in Wuhan, China, infected nearly
17,000 people by February 3, and the Chinese government and authorities in more than 20
other countries have confirmed that more than 360 people due to the virus so far. Given the
poor record of Chinese authorities in revealing the extent of past negative events such as the
SARS pandemic, which also originated in China in 2003, and the Tianjin eruption in 2015, it
would not be surprising if the infections and deaths caused by coronaviruses are much higher
than stated. Reliable estimates indicate that the number of infections is actually five times
higher than reported (Abinraj, 2020: 1). The "World Health Organization™ has declared that
more than 4,900 people have died and more than 132,000 people have been infected globally
on March 13, 2020. According to the 48th report on (COVID-19), on March 8, 2020 more
than 100 countries have now reported confirmed cases of COVID19. The report stated that
105,586 confirmed cases were reported globally 3656 new cases, while 80,859 deaths were
confirmed in China (46 new cases) 3100 deaths (27 new cases) and outside China 24,727
deaths (3610 new cases) 484 deaths 71 new cases) (Kumar, 2020: 301). negative result of this
pandemic on another countries are large, including the direct disruption of global supply
chains and weak request for imported goods and services. On a broader scale, the decline in
international tourism and economic travel has led to rising risk rates on financial markets with
a low interest rate of 10 years decrease The US benchmark rate and stock values have fallen
sharply, commaodity prices have fallen, and consumer confidence has fallen relative to similar
episodes in the past, as was the case with the 2003 SARS outbreak and China playing a large
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part international trade and tourism product and currency markets and grow other countries '
economic effect of China's passive shock. Even if the peak of the disease outbreak proves to
be short-lived, and despite a gradual recovery in production and demand over the next few
months, it will still negatively affect global growth in 2020 (OECD, Interim Economic
Assessment, 2020: 3) .

shocks have caused the economy Real to three major developments in the global financial
markets (United Nations, 2020: 1):

a) Extreme volatility in the global financial markets.

b) Large capital inflows and pressures on exchange rates and reserves of many
developing countries.

C) A significant increase in the risks of public and private debt.

As these financial effects feed on the real economy, which increases the size and duration of
the recession . Since the shock of Coronavirus (COVID-19) became widely recognized in
early March, global financial markets have suffered significant losses and extreme
fluctuations that we have not seen since the beginning of the 2008 global financial crisis, as
financial markets in Asia, Europe and the Americas collapsed, with the Dow Jones recording
The second largest percentage drop in history on March 16, valuations declined across asset
classes as evidenced by increased credit margins (i.e. the cost of interest paid to borrowers
above the benchmark) such as US Treasury bonds on corporate and government bonds.
Third: Concept Of Financial Markets and The Indicators:

The"financial market" is defined as the market in which different financial tools and assets are
deal or exchanged, as the price of those assets depends on request and supply in the respective
market and it is a physical location where traders exchange agreements to buy or sell specific
financial assets with a high degree of transparency in prices and order sizes and that All
financial and economic activities in a country depend on these financial markets. The first
known stock exchange was established in 1531 in Belgium, where various forms of bonds
were traded. Stock exchanges were formed in Amsterdam in 1602, London in 1773 and New
York in 1792. Today, most financial markets are traded via an electronic system that can For
traders to place orders and see how prices evolve. The exchange usually organizes trading in
various ways as to how to make and settle applications and their permissible sizes (Cocozza,
2018: 1). There different ways to classify "financial” markets, as they are classified accord to
the financial instruments that are being traded the features of the services provide, the trading
procedures, the main participants in the market, as well as the origin of the markets and the
most important classifications:

a) The money market: It is the market that includes short-term financial instruments
whose maturity date is one year or less from the date of issuance.

b) Capital Market: It is the market in which long-term financial instruments are traded by
companies and governments.

The term long term refers to a securities with an original maturity of more than one year,
There are two types of securities in the capital market and it is a proprietary instrument in the
form of ordinary and preferred shares that are issued by companies, and the debt instrument
that is represented by bonds or debts issued by government and local companies And
governments (Darskuviene, 2010: 14).

The primary purpose of indicators in financial markets is to provide a measure to know the
direction of the overall market movement. As the increase in the index indicates a rise in the
market and a decrease indicates a decline in the market, thus, market indicators enable us to
calculate the market return, which represents the rate of return gained through investing in a
portfolio bearing the identity of the market portfolio. Market returns and risk are often used as
primary criteria to judge the performance of an investment in a portfolio. Technical analysts
are trying to predict future price activity by looking at the behavior of past price direction.
Where market indicators also enable us to examine the factors that affect the movements of
total stock prices, and securities analysts, portfolio managers and academics research these
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factors that impact the performance of market. Global financial markets have two kinds of
indicators, public indicators that measure the market case in general, and sectorial indicators
that measure the market case according to a specific sector such as banking, industry,
agriculture, telecommunications, and other sectors. We mention some of the most important
and well-known indicators. (CMA, 11)

> Dow Jones Industrial 30: It is a major index that contains four sub-indices, the most
known of which is the "Dow Jones" Industrial Average. The value of the index is calculated
on the basis of shares of the thirty largest industrial companies in the USA.

> Standard and Poor's 500: Including the shares of the (500) leading company in several
areas, including (manufacturing, transportation, utilities, money, banking, insurance,
technology, and services), these companies appear approximately (0.80) of the market value
of stocks traded on the "New York Stock Exchange".

> NASDAQ 100: It is the largest of all US indices, it contains the shares of 3200
companies, most of them in the technology sectors.

> FTSE 100: One of the largest British stock indices, as it includes the shares of the
largest hundred British companies on the London Stock Exchange.

> Nikkei 225: Japan's main stock market index on the Tokyo Stock Exchange.

Fourth: Analysis Of Financial Market Indicators:

Daily data was collected for a group of the most important financial market indices in the
world for the period from (1 May 2018) to (20 May 2020) in order to discover the extent of
the impact of the "Corona pandemic™ on the financial markets, based on a study of the most
important financial indicators that represent a huge group of international companies in
Various economic sectors, and these indicators are (Dow Jones Industrial 30, Stand & Poor
500, Nasdaq 100, FTSE 100, Nikkei 225). Indicator data has been downloaded from
investing.com. These indicators can be illustrated by the following figure (3):

Figure (3) Sample Of The Most Important Financial Market Indicators
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Source :Investing .com : https://www.investing.com/indices/us-spx-500

We observe through Figure (3) a comparison between the set of financial indicators for the
study sample for the period (8 / May / 2018 to 8 / May / 2020) that the financial markets
witnessed clear fluctuations in the volume of transactions and financial deals during the past
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period, especially in the last period of the year 2020. Regarding the last half of the year 2018,
the financial markets witnessed some relative stability in the volume of transactions in
securities between investors and other companies. The Stand & Poor Index 500 achieved
during the last half of the year 2018 financial transactions that ranged between (-9%) to (5%)
), And the Dow Jones Industrial Average 30 indexed close turnover during the last half of
2018 and The lowest rate (-13%) and the highest rate (5.1%) were recorded. As for the
Nasdaq 100 index, it witnessed a clear decrease compared to the rest of the other indicators.
This indicates a decrease in the volume of securities trading for companies included in this
indicator during this period of 2018 at a rate ranging between (-16%) to (7%). As for the
FTSE 100 index, it recorded its lowest level during the last half of 2018 at a rate of (-12%)
and the highest rate (10%).The Nikkei 225 achieved a rate ranging between (-7%) to (11%),
and we conclude that the indicators in 2018 were all almost close to their performance and
transactions in the financial markets, and they achieved a significant decrease at the end of
2018 due to political and economic tensions between the United States and China and the
slowdown The global economist, which made investors and companies worried about
investing in securities in the market. As for the year 2019, the financial indicators gradually
resumed their activity and the commercial and financial activities of the investors and
companies increased with slight fluctuations in the financial indicators down and up, at the
end of the year 2019, specifically in December, the start of the global health crisis from the
Chinese city of Wuhan, which is known as (COVID19). That began to spread quickly among
the population within the city, which led to the complete suspension of companies and
financial investments in China, then the disease rapidly developed in the beginning of 2020,
specifically in January, to reach a group of other countries in Europe, North America, Asia
and this spread of the disease has a direct negative impact on the economic side of the various
countries of the world and led to the occurrence of a state of recession for various sectors,
especially the global financial markets.

Conclusions and Recommendations:

The COVID-19 virus is a new epidemic that has affected people all over the world, which has
hindered production, services, transportation, and tourism and weakened supply and demand,
due to confusion and uncertainty that has led to reduced investment and spending, and the
collapse of oil prices has a negative impact on the mood of investors, as the regional
quarantine has led To hinder production, disrupt supply, and weaken global demand, its
material and moral impact has affected the global financial markets, which have witnessed
collapses and the worst performance since the outbreak of the global financial crisis in 2008,
and thus financial markets give a negative indication of investors' feeling of the trends of the
virus’s impact on the global economy. We note from the charts that the European financial
markets witnessed unprecedented collapses due to the outbreak of the epidemic during the
first quarter of 2020. Also, the financial market indicators of the study sample have achieved
close performance during the time period, all of which recorded increases and decreases at the
same time, depending on the exceptional circumstances experienced by most of the countries.
From the comparison between Figures (2) and (3), we conclude that the relationship between
the Corona epidemic and the financial markets is an inverse relationship, meaning that the
greater the number of cases of the disease, the lower the volume of financial transactions in
the financial markets directly. We also conclude that the financial market risks have increased
dramatically in response to this dangerous epidemic, in other words that the financial market
reactions are highly correlated with the severity of the disease outbreak in each country.
Financial markets have become extremely volatile and unpredictable due to the great
uncertainty that accompanied the epidemic and the associated financial losses.

Therefore, the need for governments to act quickly and forcefully to overcome the
coronavirus and its economic impact, to take effective and well-resourced public health

258



( (2021) J s (39 sdadl 10 seadl) SLaidYlg 8yl dhxe )

measures to prevent infection, and to implement well-targeted policies to support health care
systems, in addition to launching a large-scale and coordinated stimulus package that includes
a significant increase in access to concessional financing . And strengthening the global
financial safety net and embarking on a debt moratorium in the medium term to build a more
sustainable future. These measures should complement other national and international
actions to address the health, social and economic impacts of the crisis.
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