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o ABSTRACT o

The study attempts to investigate the effects of the COVID-19 spread on the Syrian
financial market (Damascus Securities Exchange). The study applied the Simple
Regression Model to investigate the impact of the COVID-19 on the trading value of
Damascus Securities Exchange during the period dated from 30™ March to 28" July. The
period of the study is 121 days, the researcher excluded holidays and the suspension of
work in the Damascus Securities Exchange due to quarantine, therefore, the number of
views decreased from (121) views to (54) views.

The study assumes the COVID-19 confirmed cases and death cases to be the independent
variables, and the trading value of the Damascus Securities Exchange the dependent
variable.

To achieve the objective of the study, the researcher used a hypothetical-deductive
approach to formulate the hypotheses, then in order to test these hypotheses, the researcher
used panel data (data time series).

The study findings revealed that there is a negative significant relationship between both of
the confirmed cases and the death cases from COVID-19, and the trading value of
Damascus Securities Exchange from 30™ March 2020 to 28™ July 2020.
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Introduction:

On 11™ March 2020, the World Health Organization (WHO) officially declared the
coronavirus (Corona Virus Disease 2019) (COVID-19) outbreak to be a global pandemic.
As of 27" March 2020, the number of confirmed cases surpassed 500000, and it continues
to rise (WHO, 2020). There are many diseases and epidemics that have occurred during the
twenty-first century, such as: bird flu (N1H1), severe acute respiratory syndrome (SARS),
Middle East Respiratory Syndrome (MERS), and Ebola, until the COVID-19 appeared in
2019, which became a global pandemic and led to many economic and financial
implications (Elsayed et Abd Elrhim, 2020).

The outbreak of COVID-19 has already brought considerable human suffering and major
economic disruption. This has implications for global supply chains, travel and commodity
markets. Subsequent outbreaks in other economies have similar effects (The Organization
for Economic Co-operation and Development, 2020). In fact, no previous infectious
disease outbreak, including the Spanish Flu, has impacted the stock market as forcefully as
the COVID-19 pandemic. In the United States, volatility levels in the middle of March
2020 rival or surpass those last seen in October 1987 and December 2008 and, before that,
in late 1929 and the early 1930s (Baker et al., 2020).

The outbreak of the new coronavirus has caused a pandemic of respiratory disease for
which vaccines and targeted therapeutics for treatment are unavailable (Wang et al., 2020).
The outbreak has caused major concerns about public health around the world. At the same
time, there are growing concerns about the economic consequences as homes are required
to stay home to slow the spread of the virus. The impact that “pausing the economy” may
have on supply chains, households’ demand, the financial stability of firms, and the
financial sector. As a result, policymakers, businesses, and market participants try to
estimate growth expectations for the years to come and assess the shape of the recovery
(Gormsen et Koijen, 2020).The global financial crisis led to major collapses in 2008, but
this collapse did not affect the whole world, unlike what we are living in now because of
the COVID-19, as this led to the complete closure of many countries of the world and
partially affected some countries (Sansa, 2020).

Generally, different monetary international organizations and platforms have alerted that
the recent COVID-19 will have serious effects on the financial markets. In other words, the
COVID-19 shock is severe even compared to the great financial crisis in 2008. Literature
evidence revealed that the COVID-19 had a significant impact on the financial markets
worldwide. Indicators of the impact of COVID-19 to the financial markets have been
witnessed in different financial markets in the world. The results of a study of Daily
Financial Times (Daily FT, 2020) indicated that the recent COVID-19 has impacted all
financial markets worldwide in particular share prices trend dropped significantly and
continuously. Among the financial markets experienced this situation is the Dow and S&P
from the United states. supported the fact stating that, “The Dow Jones, and S&P both of
which take into account the share prices of a variety of companies in the US have dropped
by over 20%”. Another world evidence of the impact of the financial markets worldwide is
from Nikkei who trades with Tokyo Stock Exchange. Daily FT (2020) elaborated that,
“Similarly, the Nikkei, which takes into account share prices of companies in the Tokyo
Stock Exchange has also dropped significantly in the last few days”.

However, the impact of the COVID-19 on the Arab financial markets has never been
researched (El-Basuony, 2020). Therefore, the present study is undertaken to investigate
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the impact of the COVID-19 on the financial market over the period till 30" March 2020
to 28" July 2020 in Syria.

Figure (1): The developments of COVID-19 in Syria
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Figures (1) illustrate the developments of Coronavirus spread during the study period, in Syria as follows:
Source: Prepared by the researcher based on data from Syrian Ministry of Health (2020)

CC-COVID19 = Confirmed Cases of COVID-19
DC-COVID19 = Death Cases of COVID-19

The paper is arranged as follows: after this introduction, Section 2 reviews the research
literature on economic and financial implications of COVID-19. Section 3 explains how to
develop hypotheses and measure variables. Section 4 provides descriptive and diagnostic
statistics. Section 5 is for experimental work, presenting results, and discussing how these
results answer research questions by examining robustness. Section VI summarizes.

I. Literature Review:

This section provides a review of existing empirical evidence concerning the research
topic, with illustration of effect of COVID-19 on financial markets:

Sansa (2020) investigated the impact of the COVID-19 on the financial markets from the
period dated 1% March 2020 to 25" March 2020 in China and USA. The study applied a
Simple regression model. The COVID-19 spread (independent variable) has been
measured by the confirmed cases, while the financial market (dependent variable) has been
measured by Shanghai Stock Exchange and New York Dow Jones. The study findings
shows that there is a positive significant relationship between the COVID-19 confirmed
cases and all the financial markets (Shanghai stock exchange and New York Dow Jones)
during the study period.

The study conducted by Alber (2020) indicated attempts to investigate the effects of the
COVID-19 spread on stock markets of 6 countries (United States, China, France,
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Germany, Spain, and Italy), on daily basis over the period from 1% March 2020 till 10"
April 2020. The COVID-19 spread has been measured by cumulative cases, new cases,
cumulative deaths and new deaths, while stock market return is measured by changes in
stock market index. Results indicate that stock market return seems to be sensitive to
COVID-19 cases more than deaths, and to COVID-19 cumulative indicators more than
new ones. Besides, robustness check confirms the negative effect of COVID-19 spread on
stock market return for China, France, Germany and Spain. However, these effects haven’t
been confirmed for Italy and United States.

Additionally, Qing et al., (2020) used conventional t-tests and nonparametric Mann—
Whitney tests to analyze the direct and spill-over effects of COVID-19 on daily stock
markets returns in China, Italy, South Korea, France, Spain, Germany, Japan and the USA
over the period 1% June 2019 till 22" March 2020. They find that COVID-19 has a
negative but short-term effect on stock markets returns in these countries. Also, they note
that the spill-over effects of COVID-19 on stock markets is bidirectional between Asian
countries and European and American countries. However, they report that there is no
evidence this pandemic exert negative on stock markets of these states more than it does
the global average.

The study of El-Basuony (2020) aimed to investigate the impact of the COVID-19 on the
Arab financial markets. The study applied a the Simple regression model to investigate the
impact of the COVID-19 on the financial markets of Egypt and Saudi Arabia (KSA)
during the period dated from 1% April 2020 to 21™ May 2020. The study used the Indicator
(EGX-30) as a sample for Egyptian Stock Exchange and the Indicator (TASI) as a sample
for the KSA Stock Exchange. The researchers assumes the COVID-19 confirmed cases and
death cases to be the independent variables, and dependent variables is the trading volume
for the Egyptian Stock Exchange and KSA Stock Exchange. The study findings revealed
that there is a negative significant relationship between the confirmed cases and death
cases from COVID-19, the trading volume on (Egyptian stock exchange and KSA stock
exchange) during the period of study.

Elsayed et Abd-Elrhim (2020) aimed to verify the effect of COVID-19 spread on 17
sectors of stock exchange of Egypt over the period from 1% March 2020 till 10" May
2020. The dependent variable is measured by the returns of the daily sectorial indicators
for the Egyptian stock market. COVID-19 measurements are constituted by cumulative
cases, new cases, cumulative deaths, and new deaths. The study findings reveal that stock
market’s returns of all sectors seem to be more sensitive to cumulative death indicators
than daily mortalities caused by COVID-19, and new cases more than COVID-19’s
cumulative cases.

Chaouachi et Chaouachi (2020) investigated the effect of COVID-19 pandemic on stock
market in Saudi Arabia during the period from 2" March 2020 till 20" May 2020,
applying an Autoregressive Distributed Lag (ARDL) cointegration approach. The
researchers analyzed the relationship between the natural logarithm of trading volume of
Saudi stock market index (TASI) and the natural logarithm of daily COVID-19 confirmed
cases both in the short-run and the long-run. The findings indicate that there is a negative
impact of COVID-19 on stock market only in the long-run. Causality test reveals a
unidirectional causality from COVID-19 prevalence’s measure to stock market.
Al-Awadhi et al., (2020) investigate the effect of the COVID-19 on Chinese stock market
during the period dated from 10" January 2020 to 16™ March 2020, through the method of
panel data. Prevalence of COVID-19 was measured with the daily growth in total
confirmed cases and the daily growth in total deaths caused by COVID-19. Results of their
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estimation show that the decrease in both the daily growth in total confirmed cases and in
total cases of death caused by COVID-19 involves the increase on stock returns across all
companies.

Ben-Ayed et al., (2020) examined the reaction of Tunisian stock market to current
COVID-19 pandemic, over the period from 20" January to 20™ April 2020, with an
indicator of stock market presented by the stock returns performance of all companies
listed on the Tunis Stock Exchange. The COVID-19 is measured by 3 variables: the daily
growth of confirmed cases; the daily growth of death tolls; and the daily growth of
recovered cases. The results conclude that daily growth of confirmed cases has a positive
relationship with stock returns, while daily growth of deaths cases affect negatively the
performance of stock returns. Conversely, daily growth of recovered cases has a positive
impact but not significant.

While Gormsen et Koijen (2020) try to quantify how American and European investors’
expectations about economic growth across horizons evolve in response to the COVID-19
outbreak and subsequent policy responses by using data from the aggregate equity market
and dividend futures. Their expectations for annual growth in dividends have decreased by
28% in the United States and 22% in the European Union, while their expectations for
GDP growth have decreased by 2.2% in the United States and 2.8% in the European
Union.

Summarizing, the existing literature regarding the link between financial market and
COVID-19 is quite limited. Thus, the current study contributes to the literature in 2
important ways:

— It contributes to the recently emerging evidence investigating the effect of more recent
pandemic COVID-19 on Arab financial markets, which remains also limited.

— As far as we know, this is the first research looking to the reaction of the Syrian
financial market (Damascus Securities Exchange) to the spread of COVID-19 over the
period from 30™ March 2020 to 28™ July 2020.

Therefore, this paper tries to answer the following questions:

1. Does the confirmed cases of COVID-19 affect the trading value on the Damascus
Securities Exchange ?

2. Does the death cases of COVID-19 affect the trading value on the Damascus Securities
Exchange ?

I1. Research Methodology:

The present study applied a Simple Regression Model to investigate the impact of the
COVID-19 on the Syrian financial market during the period from 30" March 2020 to 28"
Jula/ 2020. Time series data from Syria Covid-19 Statistics Data from 30" March 2020 to
28" July 2020 were employed by the study (Syrian Arab Republic - Ministry of Health) *.

The COVID-19 spread (the independent variable) has been measured by “Coronavirus
cases” and “Coronavirus deaths” on daily basis. While the trading value for Damascus
Securities Exchange is measured to be the dependent variable of the study.

Coronavirus spread couldn’t be considered as “an event”, as it has not a date of
informational content, which could be used to determine the event window in terms of

! Syrian Arab Republic - Ministry of Health - Coronavirus Infection Cases: https://bit.ly/2TgJ7nc
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event study methodology. Besides, the spread is still going on, and this is why, the event
period is still unknown. So, stock market response to COVID-19 spread is measured by
changes in the market indexes (Alber, 2020).

The study design is descriptive and analytical using the quantitative method with the
application of Excel (Microsoft Office Excel 2013), (SPSS V.22).

The period of the study is 121 days, the researcher excluded holidays and the suspension of
work in the Damascus Securities Exchange due to quarantine, therefore, the number of
views decreased from (121) views to (54) views.

Developing Hypotheses:

To answer the research questions, the following hypotheses can be formulated:

1. There's a significant relationship between the confirmed cases of COVID-19 and the
trading value of Damascus Securities Exchange over the period from 30™ March 2020 to
28" July 2020.

2. There's a significant relationship between the death cases of COVID-19 and the trading
value of Damascus Securities Exchange over the period from 30" March 2020 to 28" July
2020.

Measuring Variables:
The study employed the following equation to analyze the impact of the confirmed cases of
COVID-19 on the trading value of the Damascus Securities Exchange:

VALUE-DWX;: = g, + f1 CC-COVID19;; + ¢

Where:

— VALUE-DWX: the Dependent Variable, it is measured by the natural log of the trading
value of Damascus Securities Exchange (Sansa, 2020).

— CC-COVID19: the Independent Variable, it is measured by the confirmed cases of
COVID-19 during the period from 30" March 2020 to 28" July 2020 in Syria.

— B, is constant.

— pi:is the coefficient parameter.

Additionally, the study employed the following equation to analyze the impact of the death
cases of COVID-19 on the trading value of the Damascus Securities Exchange:

VALUE-DWX: = g, + f1 DC-COVID19;; + ¢

Where:

— VALUE-DWX: the Dependent Variable, it is measured by the natural log of the trading
value of Damascus Securities Exchange (Sansa, 2020).

— DC-COVID19: the Independent Variable, it is measured by the death cases of COVID-
19 during the period from 30" March 2020 to 28" July 2020 in Syria.

— Po: is constant.
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— PB1: is the coefficient parameter.
I11. Descriptive Statistics:

Tables (1) illustrates descriptive statistics of the study variables, over the period from the
30™ March 2020 to 28™ July 2020 in Syria, as follows:

Table (1): Descriptive statistics

Variables |N Range Minimum [ Maximum Mean  |Std. Deviation
VALUE-DWX|54{716101145.00125922556.00[742023701.00{167650110.40]136622330.02
CC-COVID19/54 684 10 694 259.06 187.386
DC-COVID19/54 38 2 40 11.83 10.654

Source: Outputs of data processing using SPSS 22.

Descriptive statistics of the independent variable COVID-19 in Syria represented by
confirmed cases (CC-COVID19) shows that the average is (259.06) cases, and the average
of the deaths cases (DC-COVID19) is (11.83) cases, from 30™ March 2020 to 28" July
2020, The value of the average trading value of the Damascus Securities Exchange (DWX)
during the period is (167650110.40).

V. Results and Discussion:

The present study applied the descriptive and analytical techniques to investigate the
impact of the COVID-19 spread on the stock market from 30™ March 2020 to 28™ July
2020 in Syria.

1. The correlation between COVID-19 confirmed cases and the trading value of the
Damascus Securities Exchange:

According to the table (2), the study regression results revealed that there is a significant
negative correlation between the COVID-19 confirmed cases and the trading value in
Damascus Securities Exchange from 30™ March 2020 to 28™ July 2020.

Table (2): Coefficients of Regression model between the COVID-19 confirmed cases and trading value
of Damascus Securities Exchange

Variables B Std. Error T Sig.
(Constant) 8.271 0.083 99.208 0.000
CC-CoVID19 -0.001 0.000 -2.913 0.005

Source: Outputs of data processing using SPSS 22.

The coefficient for the COVID-19 Confirmed cases is (- 0.001) which means that for (1%)
each additional for the COVID-19 Confirmed cases the trading value of Damascus
Securities Exchange will drop for (0.1%) as well.

Table (3): Regression results between the COVID-19 confirmed cases and the trading value of
Damascus Securities Exchange

Model Summary
R R Square Adjusted R Square Std. Error of the Estimate
0.375 0.140 0.124 0.35688
Source: Outputs of data processing using SPSS 22.
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Likewise, the independent variable, the confirmed cases of COVID-19, affects 12.4%
(Adjusted R Square) in the dependent variable, trading value in the Damascus Securities
Exchange (table 3).

In order to test the First Hypothesis, we formulate the alternative hypothesis:

Ho;: There's no significant relationship between the confirmed cases of COVID-19
and the trading value of Damascus Securities Exchange over the period from 30™
March 2020 to 28" July 2020.

The results of the table (4) show that the statistical significance of the regression model is
significant, according to (F) test, where the value of the level of significance was less than
(0.05), which indicates the significance of the model.

Table (4): Testing the significance of regression model between the COVID-19 confirmed cases and the
trading value of Damascus Securities Exchange

ANOVA
Model Sum of Squares df Mean Square F Sig.
Regression 1.081 1 1.081 8.486 0.005
Residual 6.623 52 0.127
Total 7.704 53

Source: Outputs of data processing using SPSS 22.

Therefore, we accept the First Hypothesis, which states that:

There's a significant relationship between the confirmed cases of COVID-19 and the
trading value of Damascus Securities Exchange over the period from 30" March 2020 to
28" July 2020.

The results are consistent with the findings reported by Alber (2020), El-Basuony (2020)
and Chaouachi et Chaouachi (2020); whereas inconsistent with findings reported by Sansa
(2020) and Elsayed et Abd-Elrhim (2020).

2. The correlation between COVID-19 death cases and the trading value of the
Damascus Securities Exchange:

According to the table (5), the study regression results revealed that there is a significant
negative correlation between the COVID-19 death cases and the trading value in Damascus
Securities Exchange from 30™ March 2020 to 28™ July 2020.

The coefficient for the COVID-19 death cases is (- 0.015) which means that for each (1%)
additional for the COVID-19 death cases the trading value of Damascus Securities
Exchange will drop for (1.5%) as well.

Table (5): Coefficients of Regression model between the COVID-19 death cases and trading value of
Damascus Securities Exchange

Variables B Std. Error T Sig.
(Constant) 8.246 0.072 114.648 0.000
DC-COVID19 -0.015 0.005 -3.201 0.002

Source: Outputs of data processing using SPSS. 22.

Likewise, the independent variable, the death cases of COVID-19, affects 14.9% (Adjusted R
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Square) in the dependent variable, trading value in Damascus Securities Exchange (table 6).

Table (6): Regression results between the COVID-19 death cases and the trading value of Damascus
Securities Exchange

Model Summary
R R Square | Adjusted R Square | Std. Error of the Estimate

0.406 0.165 0.149 0.35180
Source: Outputs of data processing using SPSS 22.

In order to test the Second Hypothesis, we formulate the alternative hypothesis:

Ho;: There's no significant relationship between the death cases of COVID-19 and the
trading value of Damascus Securities Exchange over the period from 30" March 2020
to 28™ July 2020.

The results of the table (7) show that the statistical significance of the regression model is
significant, according to (F) test, where the value of the level of significance was less than
(0.05), which indicates the significance of the model.

Table (7): Testing the significance of regression model between the COVID-19 death cases and the
trading value of Damascus Securities Exchange

ANOVA
Model Sum of Squares df Mean Square F Sig.
Regression 1.268 1 1.268 10.244 | 0.002
Residual 8.436 52 0.124
Total 7.704 53

Source: Outputs of data processing using SPSS. 22.

Therefore, we accept the Second Hypothesis, which states that:

There’s a significant relationship between the death cases of COVID-19 and the tradin%
value of Damascus Securities Exchange over the period from 30" March 2020 to 28"
July 2020.

The results are consistent with the findings reported by Alber (2020) and El-Basuony
(2020); whereas inconsistent with findings reported by Sansa (2020) and Elsayed et Abd-
Elrhim (2020).

V. Conclusion:

This study is undertaken to investigate the impact of the COVID-19 on the Syrian financial
market from the period dated 30" March 2020 to 28" July 2020.

From the existing literature this study will generate new knowledge regarding the impact of
the COVID-19 on the financial markets. Most importantly the study will be very useful to
the Financial applied economics major study and support investors and decision makers in
the governments of Syria.

The study findings revealed that there is a negative significant relationship between both of
the confirmed cases and the death cases of COVID-19, and the trading value on Damascus
Securities Exchange from 30™ March 2020 to 28" July 2020. That means the COVID-19
spread had a significant impact on the financial market from 30" March 2020 to 28" July
2020 in Syria.
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The study sample considers only one financial market (Damascus Securities Exchange)
with the short period of time from 30" March to 28" July 2020. It is the opportunity for
further studies to accommodate big samples and for the long period for investigation.
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Appendix 1:

COVID - 19 Confirmed Cases and Deaths Cases for Syria from 30™ March 2020 to
28™ July 2020

DATE Confirmed | Death
Cases Cases
30-Mar | 10 2
31-Mar | 10
01-Apr | 10
02-Apr | 16
03-Apr | 16
04-Apr | 16
05-Apr |19
06-Apr | 19
07-Apr |19
08-Apr | 19
09-Apr |19
10-Apr | 19
11-Apr | 25
12-Apr | 25
13-Apr | 25
14-Apr | 29
15-Apr | 33
16-Apr | 33
17-Apr | 38
18-Apr | 38
19-Apr | 39
20-Apr | 39
21-Apr |42
22-Apr | 42
23-Apr | 42
24-Apr | 42
25-Apr | 42
26-Apr | 43
27-Apr | 43
28-Apr | 43
29-Apr |43
30-Apr |43
01-May | 44
02-May | 44
03-May | 44
04-May | 44
05-May | 44
06-May | 45
07-May | 45
08-May | 47
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09-May

47

10-May

47

11-May

47

12-May

47

13-May

48

14-May

48

15-May

50

16-May

51

17-May

58

18-May

58

19-May

58

20-May

58

21-May

58

22-May

59

23-May

70

24-May

86

25-May

106

26-May

121

27-May

121

28-May

122

29-May

122

30-May

122

31-May

122

01-Jun

123

02-Jun

123

03-Jun

123

04-Jun

124

05-Jun

124

06-Jun

125

07-Jun

125

08-Jun

144

09-Jun

146

10-Jun

152

11-Jun

164

12-Jun

164

13-Jun

170

14-Jun

177

15-Jun

177

16-Jun

177

17-Jun

178

18-Jun

187

19-Jun

187

20-Jun

198

21-Jun

204

22-Jun

219

23-Jun

231
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24-Jun | 231 7

25-Jun | 242 7

26-Jun | 255 8

27-Jun | 256 9

28-Jun | 256 9

29-Jun | 269 9

30-Jun | 279 9

01-Jul | 293 9

02-Jul | 312 9

03-Jul | 328 10
04-Jul | 338 10
05-Jul | 358 13
06-Jul | 372 14
07-Jul | 372 14
08-Jul | 372 14
09-Jul | 372 14
10-Jul | 394 16
11-Jul | 394 16
12-Jul | 394 16
13-Jul | 417 19
14-Jul | 439 21
15-Jul | 458 22
16-Jul A77 22
17-Jul | 496 25
18-Jul | 496 25
19-Jul | 496 25
20-Jul | 522 29
21-Jul | 540 31
22-Jul | 561 32
23-Jul | 584 35
24-Jul | 608 35
25-Jul | 627 36
26-Jul | 650 38
27-Jul | 674 40
28-Jul | 694 40

Source: Syrian Ministry of Health (2020)
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