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Impact of epidemic infectious disease and death on stock returns:
Evidences from Asian stock markets with COVID-191
Shiba Prasad Sapkota

Abstract
The causal comparative study regarding impact of pandemic COVID-19 on stock
return revealed that the changes on daily confirmed new cases have been severely
inflected stock returns in overall as well as cross-over the industries. Whereas, the
influence of death form COVID-19 found negative but mostly insignificant. The
categorical variables size of economy, geographical area, regulations, and countryspecific impact have been found very low. The empirical evidences were examined
using causality test with the backing of regression. The study period has covered 20 th
January to 30thMay 2020, considering eight nations: China, India, Israel, Japan,
Korea Republic, Malaysia, Saudi Arabia, and United Arab Emirates, as samples.
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Introduction
The long run stock returns follow a specific path of movement. As the over-reactions
stimulate in the other side of the coin under-reactions limit its boundaries. Similarly,
post-event reactions normalize pre-event reactions and vice-versa. Hence, market
efficiency hypothesis is inhibitable (Fama, 1998). However, it turns fragile in short
period of time and tends to be disappeared. The public information is equally
available to all, but private information is by nature private in short period and stock
markets tends to be semi-strong form. In case of semi-strong form, market cannot be
efficient (Malkiel, 2003). As the stock markets do exist with collective judgment of
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investors and ruled by expectations this argument has been supported by the study
Mallikarjunappa (2004). Similarly, Mallikarjunappa & Dsouza (2013) come up with
consistent findings from the evidence of Indian stock markets.
Economic uncertainty increases the market volatility (Bowes, 2018). Whereas,
the efficient market hypothesis presumed that stock market immediately reflects
relative response of any information. But some circumstances create uncertainty in
the economy the breakthrough on regulatory and fiscal policies and price of the stock
would be more volatile. Hence, the diversification in the expectations of investors
might make more volatile stock market, for instance, world economic crisis,
economic effect of pandemic infectious disease, war, and other world class
circumstances. This study has focused on impact of COVID-19 in the Asian stock
markets.
In Wuhan City, Hubei Province of China a case of pneumonia of unknown
etiology was detected on 31st December 2019. Chinese authority identified a new type
of Corona virus on 7th January 2020 (WHO 1st Situational Report, 21st January 2020:
https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200121sitrep-1-2019-ncov.pdf?sfvrsn=20a99c10_4). Then this infectious disease spread over
the whole world and today (12th June 2020) at the time of writing this report more
than 7.67 million cases have been detected. Out of them four hundred twenty-five
thousand nine hundred nineteen have died due to this disease and more than 3.88
million have recovered. Still it has not declared the exact way out from this pandemic.
Some of the pharmaceutical companies have been engaged in the process of
developing antivirus medicine. However, till today the world has not been able to
entirely cure this disease. So, it is not clear that how long this pandemic will continue
and to what extent economy of the world will be affected. Among the pillars of
economy stock market is an important. How this pandemic has influenced stock
market is the prime concern of this paper.
Researches on the Impact of COVID-19 on stock market of United States
have been conducted (Onali, 2020). The study includes the infectious cases and
deaths of United States, China, Italy, Spain, the UK, Iran and France for the period of
first three months up to 9th April 2020. The paper argued that in the first three months
COVID-19 crisis majorly affected human beings but did not have impact on stock
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market. Number of studies analyzed the short-term impact of the COVID-19
pandemic on 21 leading stock markets in major affected countries including Japan,
Korea Republic, Singapore, United States, Germany, Italy and United Kingdom etc
(Liu, Manzoor, wang, Zhang, & Manzoor , 2020). The paper used event study as well
as panel data analysis and verified the results that COVID-19 outbreak adversely
impacted on the stock market. Further, the Asian stock markets have been influenced
more than others. Studies have investigated the impact of the disease on stock market
of China using panel data analysis and argued that daily growth in total conformed
cases and death caused by COVID-19 have significantly negative effect on stock
returns across the companies (Al-Awadhi, Alsaifi, Al-Awadhi & Alhammadi, 2020).
Sansa (2020) has also analyzed the impact of COVID-19 on stock markets of China
and United States during the period of 1-25 March 2020 using time series data. The
paper argued that there has been positive and significant relationship between
COVID-19 confirmed cases and stock return.
The evidences show that diversified results that some of the stock markets
have been severely influenced, some less influenced, somewhere, significant and
negative relationship, somewhere significant and positive relationship. Hence, a
genuine issue has been raised in the context of Asia, to what extent COVID-19 has
impacted on stock return. Further, which industry has been influenced more, could be
investigating issue. Similarly, the categorical variables, size of stock markets,
regulation, and geography have impact on stock return in the period of pandemic.
This paper has attempted to fill that void.
Regarding the relationship between stock return and size Benz (1981) stated
that small firms have significantly larger risk adjusted returns than large firms. In this
regard, scholars have argued that size significantly holds explaining power to stock
return (Chang & Chang, Hamao & Lakonishok, 1991). Studies have also stated that
the size has negative relationship with stock return in North America, Europe and
Pacific Asia but Japan has positive relationship (Fama & French, 2011). Keim (2018)
stated strong negative relationship between stock return and size. From these
evidences a presumed hypothesis has been developed— the small sized stock markets
earned at higher rate and at the same time the losing rate is also higher. Does this
hypothesis function true along with pandemic COVID-19 effect? Economic
uncertainty increases the stock market volatility (Bowes, 2018). The circumstances or
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events that create uncertainty in any part of the world become volatile in the stock
markets of whole world. The pandemic disease has influenced different countries
differently. Some of the nations have been affected earlier, while some nations got
affected thereafter. Further the impact of COVID-19 has been seen worldwide. In this
regard the priori hypothesis is that the impact of the pandemic should be worldwide.
Is this hypothesis true, or different nations and different part of the world have been
affected differently? The third hypothesis is government regulated stock market
perform well rather than autonomous BOD regulated stock markets because the
government regulated stock markets are more controlled and not overwhelmed than
autonomous BOD regulated. Here the regulation not only implies controlling but also
taking responsibility. The government should take care of national economy in the
condition of crisis, but more responsibility goes to operated and controlled
organizations by the government. So, in these days a question regarding the existence
of free market economy and role of government has been raised by the economists.
He argued that in the countries where there is centralized government system, the
pandemic disease has been easily controlled, for example, in china. If the effect of
pandemic extends for a long period of time, the role of government will be inevitable
in the primary sectors like health and education. Similarly, the role of government
will be increased, and the stock market cannot be the exception. If the role of
government increases the efficiency of stock market will decrease. In the context of
normal situation, the stock market regulated by autonomous BOD may perform well
but in the situation of crisis the government regulated stock markets could be safer.
So, the government regulated stock markets or autonomous BOD regulated sock
markets, which one has performed well, could be interesting investing issue in the
period of pandemic.
The study has not strictly been guided by the deductive approach. In the case
of deductive approach, theoretical framework can be developed. But this study has
modified concept as per the need of study. So, the conceptual framework has been
developed. In the above figure the changes on new cases of COVID-19 and death
have been considered as independent variables. Stock return has been considered as
dependent variable with classified into different industries. The size of stock markets
in terms of market capitalization, regulation, and geography has been considered as
categorical variables. While considering the variables, changes on new cases of
COVID-19 and deaths have been occurred daily, whereas the stock price was
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available of operating days only. Hence, this study has made an assumption that the
investors do reflect the reactions based on the available information of previous day.
So, if the stock market has closed in the holidays the information of last day has been
considered for that day.
Figure 1: Conceptual framework
Independent variables
I&M
Changes on COVID-19
cases (CCC)

B &F

S&U
Total
stock
return

Changes on death from
COVID-19 (CDC)
T&T

I & HC

Expected relationship
Negative

Categorical variables
Size of economy:
High
Moderate
Low
Geography:
Pacific Asia
Middle East
Regulated:
Government reg.
Autonomous BOD
Country:
Individual countries

Where, B&F- banking and finance, I & M – industry and manufacturing, S & U –
services and utility, I & HC – insurance and health care, T & T – Transport and
Tourism, BOD – board of directors.

Methodology
Asia continent has significant position in terms of economic activities, population,
and geography in the world. Further the COVID-19 has spread from this continent.
Hence the impact of this virus in this continent could be remarkable. The infectious
cases from the pandemic was more than 1.59 million and total deaths from this
disease was thirty-nine thousand six hundred eighty on June 14, 2020, whereas the
population of this region was around sixty percent of the total population of world
(worldometers: https://www.worldometers.info/world-population/). This continent
has 51 countries among them eight countries have been chosen for the study. While
selecting the sample the following criteria have been developed: first, the nation
should have operated stock markets in the period of the pandemic (January 1, 2020 to
May
31,
2020)
and
information
should
have
available
in
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(https://www.investing.com). Second, the stock markets should have developed
different clusters at least banking or finance, insurance or health care, industry or
manufacturing, transport or tourism and services or utilities. Considering these
yardstick principles, China, India, Israel, Japan, Malaysia, Korea Republic, Saudi
Arabia, and United Arabs Emirates have been chosen for the study. Then if a country
has two or more stock markets then the stock market which has larger number of
investors have been chosen for the study. The impact of infectious cases and death
from COVID-19 on stock return has been examined in five major categories of
listings of the stock market. Then after these stock markets have been categorized into
three clusters: high, moderate, and low based on market capitalization to control the
impact of size. Similarly, the geographical area— Asia Pacific and Middle East— and
regulation of the stock market— government regulated and autonomous BOD
regulated— has been divided to examine the impact size, geography, and regulation
along with COVID-19. The sample countries and their stock markets have been
presented below:
Table1: Sample countries and their stock markets with industry clusters
S
N
1
2
3
4
5
6
`7
8

Countries
China
India
Israel
Japan
Malaysia
Korea
Saudi Arab
UAE

Stock
Markets
SSE
BSE
TA
Nikkei
KLCI
KOSPI
Tadawul
ADI

Index price
20/01/2020
3,095.79
41,528.91
1,724.00
24,083.51
1,588.88
2,262.64
8,469.71
5,213.25

29/05/2020
2,852.35
32,424.10
1,415.32
21,877.89
1,473.25
2,029.60
7,213.03
4,141.61

Clusters
B &F
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S&U
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H&T

X
X






Some of the studies have analyzed the impact of COVID-19 on stock return
using event study and some of the studies have used panel data analysis. When the
efficient market hypothesis is valid the influence of particular event might be
reflected in the change of stock price to explain the effect of the information
disclosure (Liu, Manzoor, wang, Zhang, & Manzoor, 2020). However, a particular
event or circumstances means something particular, for instance, dividend, change on
government policy, political changes, or a particular event. The impact of pandemic
infectious disease started on 31st December 2019 and it is still ongoing, none of the
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research has been able to predict when this outbreak will stop. Liu, Manzoor, wang,
Zhang, & Manzoor (2020) have analyzed panel data for the verification of results of
event study and stated that the findings were same. This is initial period. Hence, the
findings may have been same. If it goes for long time the findings would be different.
In such situation the analysis of panel data could be better than event study. So, this
paper has employed the panel data analysis.
Models
The empirical work has been based on panel data. Regression can then capture both
variation on cross-section data, and variation over time. Another advantage of using
panel data is that it allows for heterogeneity. Furthermore, the number of observations
available when testing the regression is greatly increased in a panel framework and
this can substantially increase the explaining power of the determining variables
(Pedroni,1999; Aergis, Filippidis & Economidou, 2007). Similarly, Baltagi (2008);
Gujarati (2012); Hsiao (2014) stated that the panel data regression reduces estimation
bias and multi co-linearity, controls for individual heterogeneity, and identify the time
varying relationship between explaining variables and explained variable.
Regression model: (CSR)it = β0 + β1(CCC)it + β2 (CDC)it + it
Where, the CSR refers changes on stock return of stock i at day t, CCC stands for
changes on COVID-19 cases and CDC denotes changes on death from COVID-19,
and it represents error terms.
Further, the regression relationship has been examined at industry levels. The
dependent variable has been considered stock return of specific industry and
independent variables have been considered as before; changes in confirmed Civid-19
cases and changes in death from COVID-19.
Model (1): (CSR-BF)it = β0 + β1(CCC)it + β2 (CDC)it + it
Model (2): (CSR-IM)it = β0 + β1(CCC)it + β2 (CDC)it + it
Model (3): (CSR-SU)it = β0 + β1(CCC)it + β2 (CDC)it + it
Model (4): (CSR-IHC)it = β0 + β1(CCC)it + β2 (CDC)it + it
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Model (5): (CSR-TT)it = β0 + β1(CCC)it + β2 (CDC)it + it
Where, the (CSR-BF)it refers change on stock return of stock i at day t of banking and
finance industry,(CSR-IM)it denotes changes on stock return of stock i at day t of
industry and manufacturing unit, (CSR-SU)it represents changes on stock return of
stock i at day t of service and utility industry, (CSR-IHC)it stands for the changes on
stock return of stock i at day t of insurance and health care industry, (CSR-TT)it
refers changes on stock return of stock i at day t of travel and tourism industry, CCC
stands for changes on COVID-19 cases and CDC denotes changes on death from
COVID-19, and it represents error terms.
Then the impact of categorical variables has been examined developing
categorical dummies. To avoid the dummy variables, trap the common intercept has
been eliminated. The categorical variables have been considered by size of stock
market based on market capitalization— high, moderate and low. Similarly, the
impact of geographical area— Pacific Asia and Middle East— and regulations —
government regulated, and autonomous BOD regulated— have been examined. Each
category has been examined in separate model otherwise the model might face multi
co-linearity problem if all categorical dummies placed in the same model.
Regression models with categorical dummies
Model-i:(CSR)it = 1(PA dummy)1i +2 (ME dummy)2i + 1(CCC)it + β2(CDC)it+it
Model-ii: (CSR)it = 1 (high dummy)1i +2 (moderate dummy) 2i ++3 (low dummy)3i
+β1(CCC)it + β2(CDC)it + it
Model-iii:(CSR)it = 1 (GR dummy)1i +2 (BODR dummy) 2i + 1(CCC)it + β2(CDC)it
+ it
Model-iv: (CSR)it = 1 (China dummy)1i +2 (India dummy) 2i ++3 (Israel dummy)3i
+4(Japan dummy)4i +5 (Malaysia dummy)5i ++6 (Saudi Arabiadummy)6i + 7(South
Koreadummy)7i +8 (UAE dummy)8i + β1(CCC)it + β2(CDC)it + it
Test of Granger causality
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At one extreme, people who believe that everything causes everything and at
another extreme are people who deny the existence of the causation whatsoever.
These days the economists are worried that what would the modality of economy
after COVID-19. Various governments have been lunching economic packages.
These events and concerns show that the pandemic has impact on economy including
financial markets. Hence to what extent it has influenced the stock market, Granger
Causality Test, has been employed for the examination of results, following is bivariate model.
Yt =∑

α

+∑

β

Xt =∑

λ

+∑

ԃ

+ԑ1t
+ ԑ2t

Limitations
This study has assumed that the investors do react based on the information of the
previous day, if the stock market is closed. So, while calculating the change on stock
return the index price of previous day has been carried on the day of closure. Hence,
there is no change on stock return on the day of stock market closure. The elimination
or estimation of data with logical assumption has been practiced. In this study
carrying the information of last day seems more meaningful. So the data have been
added with the assumption. The study period started from 20 th January 2020 (1stWHO
situational report) till May end. In the initial period some of the countries have been
affected greatly and later other countries have been affected, whereas the impact of
COVID-19 has not entirely been predicted. So, the findings of the study might be
contextual. The changes of stock return can be both positive and negative, but the
growth of cases and deaths are non-negative. Samples have been chosen considering
specific assumptions. However, the analysis of the evidences would be able to
estimate the effects of the pandemic on stock return. To some extent this study might
be able to add a brick to carry further studies regarding the impact of COVID-19 on
stock return.

Results and Discussions
Table 2: Summary statistics
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Variable

Mean

Median

Minimum

Maximum

Std. Dev.

Skewness

Ex. Kurtosis

CCC

0.087

0.0108

0.000

4.40

0.2387

10.584

164.46

CDC

0.057

0.0000

0.0000

4.00

0.2058

10.916

163.55

TotalCSR

-0.0011

0.0000

-0.1315

0.089

0.01904

-0.5700

7.2130

BF-CSR

-0.0017

0.0000

-0.1681

0.112

0.0222

-0.7984

9.2240

IM-CSR

-0.0016

0.0000

-0.1742

0.160

0.0267

-0.3475

7.9034

SU-CSR

-0.0007

0.0000

-0.175

0.0867

0.0197

-1.0152

10.941

IHC-CSR

0.0005

0.0000

-0.0921

0.0895

0.0199

-0.0122

5.0782

TT-CSR

-0.0006

0.0000

-0.155

0.368

0.0279

2.5169

41.337

The changes on daily conformed cases and deaths from COVID-19 have been more
deviated than stock return. That is due to rampant growth of the disease. Whereas,
stock returns have also been changed but at normal rate. The maximum changes on
confirmed cases have been observed 4.4 (440 percent), and 4 (400 percent) on
changes on deaths. Maximum change observed in the stock return of manufacturing
and industry 0.16 (16 percent) and minimum change observed in service and utility
sector -0.175 (negative 17.5 percent).
Table 3: Correlation between variables
CCC

CDC

Total SR

1.0000

0.1480

-0.0789

CCC

1.0000

-0.0643

CDC

1.0000

Total

The above table shows the correlation between stock return, and COVID-19
cases and deaths. The correlation shows negative and low association between stock
return and COVID-19 cases and death. The low correlation shows low association
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between variables. These evidences reduce the chances of having multi co-linearity
between independent variables.
Figure 2: Panel plot of stock return

The panel plot of dependent variable stock return shows that it is less volatile
in the initial and later period and more volatile in the period of March and April. This
evidence shows that if this pandemic continued for longer period the stock markets
would be affected, though it could be a platform for the investment too.
Figure 3: Normality of residuals

The data have been normally distributed except some outliers. In the initial
period the growth of confirmed cases has been observed high. It depends on the
testing boundaries also. As the government expand the testing boundaries the chances
of getting new cases is high and vice-versa. So, it is rational of getting some outliers.
Table 4: Panel regression
Panel-A: Regression results considering stock return as a dependent variable and
changes on confirmed cases of COVID-19 and death form COVID-19 independent
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variables of overall stock markets as well as cross-over the industries using pooled
OLS.
Models
Model:1
(Overall)
Model:2
Banking and Finance
Model:3
Industry and Manufacturing
Model:4
Services and Utilities
Model:5
Insurance and Healthcare
Model:6
Transport and Tourism

Constant
−0.000355088
(0.5770)
−0.000780630
(0.2936)
−0.000856067
(0.3395)
−0.000131547
(0.8426)
0.00111358
(0.0966 *)
9.86647e-05
(0.9281)

CCC
−0.00565791
(0.0224 **)
−0.00784048
(0.0067 ***)
−0.00826562
(0.0178 **)
−0.00604797
(0.0190 **)
−0.00562845
(0.0308 **)
−0.00733128
(0.1240)

CDC
−0.00497393
(0.0832 *)
−0.00427454
(0.2021)
−0.00144609
(0.7203)
−0.000987669
(0.7408)
−0.00163052
(0.5891)
−0.00339828
(0.5482)

Where, *** represents significant at 1 percent level of significance, ** refers
significant at 5 percent level of significance, and * denotes significant at 10 percent
level of significance.
As per my data the pooled OLS model is best fitted rather than fixed effect
and random effect models using Hausman Test. The results show that the changes on
daily cases have significant and negative relationship with stock return. This implies
that as the infectious disease spread over (increased), the stock return has been
decreased. The reasons could be investors' psychology regarding the impact of this
disease on economy. If it is influenced severely in the economy, many jobs might be
collapsed and income generating sources would be condensed and the investment
activities would be curtailed by the investors. This would reduce the demand of stock
and low demand low price and less stock return.
The impact of death from COVID-19 has been observed negative. This
implies that as the death increased stock return would decrease. But it has been
observed insignificant relationship; the reasons could be behind that the mortality rate
from this disease has been found low (china: 5.49%, India: 2.8%, Japan: 5.27%,
Saudi Arabia: 0.56%, Israel: 1.6%, Korea Republic: 2.3%, UAE: 0.78%, Malaysia:
1.48%)
up
to
the
end
of
May
2020
(worldometers:
https://www.worldometers.info/world-population/). Further, the patients who have
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been infected from corona virus would have uncertain time gap between infection and
death. Therefore, the investors show their reactions at the time of infections than on
death.
From this it can be inferred that the people of middle economic class would be
more influenced than low and high. Because, lower economic class people were
already struggling for their basic needs and in the period of pandemic disease it could
be more severe. Whereas, the government support and support from different
institutions and people may help for their survival. After this pandemic they will
struggle for basic needs again. The upper-class people could hold their savings in the
period of this pandemic. As all the nations have been providing treatment at free of
cost. After this pandemic disease, the fund can be utilized to gain more from low
investment. So, these people will gain previous economic condition soon. But the
middle-income people might fall into low income people and there might be larger
economic gap between rich and poor.
Before conducting this study, it was expected that the pharmaceutical
industries, health, and care industries would have positive impact and the tourism and
transport industry would have more severe impact of this disease. The results did not
support that presumed hypothesis. All the industry-wise relationship between stock
return and daily cases/ deaths has been observed negative. The reason could be the
investor’s psychology of fear. So, from the analysis of data from 20 th January to end
of May 2020 it can be said that, there has been no significant differences in the
relationship between stock return and changes on daily cases and deaths from this
disease at cross-over industry level.
Liu, Manzoor, wang, Zhang, & Manzoor (2020); Al-Awadhi, Alsaifi, AlAwadhi &Alhammadi (2020) have argued that COVID-19 has significant and
negative impact on stock return. Similarly, the uncertainty in the economy makes
volatile in the stock market (Bowes, 2018). Whereas, the findings have been
contradicted with Sansa (2020), there has been significant and positive relationship
between stock return and COVID-19 outbreaks. But the findings regarding the
relationship between stock return and changes on daily death rate have produced
contrasting results. The earlier studies have found significant relationship, but this
study has concluded insignificant relationship.
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Panel-B: Regression results considering stock return as a dependent variable and
confirmed cases of COVID-19 and death form COVID-19 independent variables
with economic size dummies, geographical region dummies, and regulation
dummies.
Models and variables
Modle:1 (geographical dummies)
CCC
CDC
Pacific Asia
Middle East
Modle:2 (Economic size dummies)
CCC
CDC
High
Moderate
Low
Modle:3 (Regulation dummies)
CCC
CDC
Government regulated
Autonomous BOD regulated
Modle:4 (Countries dummies)
CCC
CDC
China
India
Israel
Japan
Malaysia
Saudi Arabia
South Korea
UAE

Coefficients

t-values

P-value

−0.00561195
−0.00501113
5.88716e-05
−0.00104902

(−2.267)
(−1.746)
(0.07547)
(−1.062)

0.0236**
0.0810*
0.9399
0.2887

−0.00566519
−0.00500612
0.000200524
−8.99077e-05
−0.00143010

(−2.285)
(−1.744)
(0.1683)
(−0.1032)
(−1.200)

0.0225**
0.0815*
0.8664
0.9178
0.2306

−0.00562696
−0.00495255
0.000149050
−0.000528614

(−2.273)
(−1.726)
(0.1254)
(−0.7297)

0.0233**
0.0847*
0.9003
0.4658

−0.00564906
−0.00505392
0.000163446
−0.000362581
−0.000382983
0.000241386
7.04181e-05
0.000211161
−0.000272022
−0.00247464

(−2.270)
(−1.755)
(0.09789)
(−0.2145)
(−0.2284)
(0.1442)
(0.04225)
(0.1256)
(−0.1616)
(−1.483)

0.0234**
0.0795*
0.9220
0.8302
0.8194
0.8854
0.9663
0.9001
0.8717
0.1385

Where, *** represents significant at 1 percent level of significance, ** refers significant at 5
percent level of significance, and * denotes significant at 10 percent level of significance.

The categorical variables have shown insignificant effect on the relationship
between stock return and confirmed daily cases of COVID-19 and deaths. All the
categorical variables; stock market size in terms of market capitalization,
geographical area, regulation and country have no impact at all on the relationship
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between stock return and COVID-19 epidemic disease. As the presumed hypothesis
was that the cultural, rituals and immunity power of the different people of different
place and countries are different and the impact of COVID-19 in different nation
would be different. As such the impact on stock markets would be different at
different place and countries. Similarly, the presumed hypothesis was that the
different regulating institutions and economic size of stock markets would have
significant impact. These all presumed hypothesis have invalidated. This is true the
impact of COVID-19 is different as per different nations and places. But all the stock
markets have been severely influenced by this pandemic. From this it can be inferred
that the event of any nations or places would influence the stock market worldwide.
The findings are in line with Bowes (2018), the uncertainty in the economy makes
volatile in the stock markets.
Table 5: Causal relationship
Clusters / Industries / Countries
Overall stock markets
Banking and finance
Industry and manufacturing
Services and utilities
Insurance and healthcare
Transportation and tourism
Asia pacific
Middle east
Large stock markets
Moderate stock markets
Small stock markets
Government regulated
Autonomous BOD regulated
China
India
Israel
Japan
Malaysia
Saudi Arabia
South Korea
UAE

Causal relationship
CCC and stock return






0

0



0
0
0
0
0
0

0


CDC and stock return





0
0

0
0



0
0

0

0
0
0
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The symbol refers bidirectional causal relationship,  or ( first variable causes latter
variable and  latter variable causes first variable) denotes unidirectional causal
relationship, 0 stands for no causal relationship.

Considering the data of eight nations; China, India, Israel, Japan, Korea
Republic, Malaysia, Saudi Arabia, and United Arab Emirates in overall the changes
on daily cases of COVID-19 has been predictable regarding the stock return.
Similarly, considering industry specific results in each industry— banking and
finance, industry and manufacturing, services and utility, insurance and health care,
and transport and tourism— shows daily growth of confirmed cases have explaining
power regarding the stock return. But the daily death rate has no explaining power in
overall as well as all industries, except insurance and health care. The changes on
death rate have explained the stock return of insurance and health care industry. It
could be due to the relatedness of insurance and death. Hence it has held the
explaining power in this particular industry. Otherwise, the change in death rate has
no explaining power regarding the stock return. Similarly, the changes on daily cases
have been holding the predicting power (moderate stock markets, low stock markets,
government regulated) in the context of Middle East, Saudi Arabia and UAE, except
these there is no predicting power in other countries and clusters. Regarding the
predictability of changes in death rate about the stock return in the context of Middle
East, government regulated, and Malaysia have shown significant relationship, except
these all the countries, economic groups, regulations, and geographical groups have
been observed insignificant predicting power.

Conclusion
In nutshell, the study has been conducted using causal comparative research design.
The major tools for analysis, regression analysis and Granger Causality Test have
been employed. The study has covered 132 days from 20 th January to 30th May 2020.
Sample countries consisted eight nations; China, India, Israel, Japan, Korea Republic,
Malaysia, Saudi Arabia, and United Arab Emirates. The relationship between stock
return and changes on daily confirmed cases and deaths from this disease has been
examined. Further, the impact of categorical variables, economic size based on
market capitalization— high moderate and low; geographical area— Pacific Asia and
Middle East; and regulation— government regulated, and autonomous board of
directors regulated variables— have been examined with the help of categorical
dummies. Based on the analysis it was concluded that impact of COVID-19 on stock
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return revealed that the changes on daily confirmed new cases have severely inflected
stock returns in overall as well as cross-over the industries. Whereas, the influence of
death form COVID-19 has been found negative but mostly insignificant. The
categorical variables size of economy, geographical area, regulations, and countryspecific along with new cases and daily deaths impacts have been found very low.
The findings have been in line with the study of Liu, Manzoor, wang, Zhang, &
Manzoor ( 2020); Al-Awadhi, Alsaifi, Al-Awadhi &Alhammadi (2020); Bowes
(2018). However, the findings have contradicted with the findings of Sansa (2020).
Based on the findings it can be inferred that the economic gap would be increased
after this pandemic disease. Similarly, the reduction of middle-class investors in stock
markets would increase the chance of control in limited hands. In this regards the
future research avenues could be impact of COVID-19 on overall economy and living
standard of people. Moreover, the impact of COVID-19 on employment and the role
of government can also be interesting area for the future study. After this pandemic
what will be the role of government? Does the efficient market hypothesis will exist,
or the modality of economy will be changed? For these studies the findings of
claustral variables could be landmark.
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