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Abstract: Financial markets have been under a lot of pressure, volatility, and uncertainty since
COVID-19. Since the end of February 2020, global financial markets have been in a state of
extreme uncertainty because unlike other pandemics, the spread rate of COVID-19 is much
higher and more challenging to control. This paper examines the impact of COVID-19 on the
global financial market and the harmful effect of the pandemic on the worldwide economy.
The main negative trends of the modern world economy at the end of 2020 are summarized.
The author highlights the economic costs of the spread of the COVID-19 pandemic. Proposals
were formulated for the implementation of monetary policy in the context of the COVID-19
pandemic. The analysis of economic policy measures taken in the world's leading countries
to smooth out the adverse effects of the spread of the global COVID-19 pandemic was also
carried out. Under the conditions of the corona crisis, the economic damage associated
primarily with quarantine restrictions led to a synchronous shock in the financial markets.
The article will be of interest to economists and political scientists, stock market analysts,
specialists in the field of the world economy, and people interested in the state of affairs in
the world.
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1. Introduction

The pandemic of the new coronavirus infection COVID-19 began in the city of Wuhan in the central
Chinese province of Hubei in 2019. As of May 28, 2020, there were more than 5.8 million confirmed
cases of the disease, approximately 360,000 deaths from the virus [1]. As of December 4, 2020, there
were more than 65.9 million confirmed cases of the disease, approximately 1.5 million deaths, and
45.6 million cases of recovery from the virus [2]. Thus, for six months of 2020, the situation in the
world has worsened, despite the measures taken. The rapid spread of the pandemic creates a problem
in economic forecasting since it is difficult to predict when precisely restrictive measures should be
lifted. There is a constant threat of a new outbreak of the virus, which may entail new restrictions and
prohibitions that will affect the global economy.

This paper is devoted to assessing whether the new coronavirus infection has affected the increase
in mortality in the world. Also, it is necessary to discover what effect the spread of the pandemic has
had on the global energy and stock market and what difficulties the world trade is experiencing. The
author used demographic indicators of the world's countries, stock indices, and statistical data on
world trade turnover as part of the research.

© 2023 The Authors. This is an open access article distributed under the terms of the Creative Commons Attribution License 4.0
(https://creativecommons.org/licenses/by/4.0/).
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2. Analysis
2.1. Business Environment

Specialists in World Health Organization immediately put forward several recommendations as the
first line of defense to reduce the spread of the coronavirus. Among them, wearing face masks,
frequent hand washing, social distancing, and self-isolation can be listed. These measures have
completely amended people's style of living and working, and implications for businesses around the
world. The trade stoppage brought by the epidemic has harmed small and medium-sized enterprises,
which cannot exist without constant consumer demand. There is an unprecedented high level of
unemployment in many countries due to the disruption of labor and trade markets. In addition, as a
result of the long period of self-isolation, the level of domestic violence and suicide has increased.

The pandemic provoked an economic and health crisis both in the world as a whole and in the
economies of individual countries. To solve the spread of the virus, the heads of state decided to take
serious measures. They are complete isolation, border closure, quarantine, travel restrictions, and
complete closure of enterprises. These measures reduced the supply of goods, compounded by a panic
accumulation of stocks and a collapse in demand due to self-isolation [3]. But the most important
thing that the pandemic has led to is a massive increase in demand for medical products. This fact
caused instability in other sectors of the economy since spending on non-essential goods is reduced
for most consumers under quarantine. Nevertheless, the pharmaceutical industry has not suffered as
much as other areas of the financial market.

The slowdown of the Chinese economy as the leading supplier of consumer and manufacturing
goods has led to an imbalance in the global commodity markets due to the disruption of the supply
chain [4]. Unemployment has increased, and the population's inflation rate and impoverishment have
increased [4]. The turmoil hit global financial markets, and significant stock indexes began a sharp
decline [5].

2.2. Global Stock Markets

The coronavirus has led to economic costs and, undoubtedly, can cause an unprecedented economic
downturn across the globe. Even health experts have provided various suggestions, but the nature
virus is difficult to predict, so it is problematic to develop the right macroeconomic policy to contain
it [3]. There is always a threat of a mutation of the virus or a new, unexpected outbreak, the place of
which is complicated to project. COVID-19 began to threaten the health of citizens of various
countries and the very basis of the world economy. Figure 1 shows the impact of COVID-19 on global
financial markets [6]. It becomes evident that the fluctuations in stock market indices were
insignificant until the World Health Organization declared a state of emergency.
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Figure 1: COVID-19: impact on financial markets [7].

Due to high economic uncertainty, global stock markets experienced a crash, losing approximately
six trillion dollars in one week from February 24 to 28, 2020 [5]. This paper aims to analyze the
impact of the COVID — 19 pandemic on the world economy. Figure 2 clearly shows which industries
were most and least affected by the worldwide pandemic [6]. Pharmaceuticals and technology were
the least affected of all other sectors, and the energy sector was the most severely affected.
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Figure 2: Total return curves for individual sectors of the global economy [12].

The global financial system is suffering huge losses due to the outbreak of the coronavirus
pandemic. The state of stock markets is always affected by external factors, for example, the global
financial crisis of 2008. It should be noted that non-economic factors, such as epidemics affect stock
indices. March 25, 2020, The US Senate has adopted a package of urgent assistance and economic
incentives totaling $ 2 trillion to combat the consequences of the coronavirus pandemic [2]. In March
2020, trading on the US financial exchange was stopped several times for more than a week. It is an
unusual case: previously, this happened only once in 1997.

The stock index in Hong Kong, South Korea, and Australia is falling by more than 5% daily [7].
In China, it is about 3%, and in the UK, the stock index collapsed by more than 10% on March 12,
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2020, which was the lowest since 1987 [2]. On the Japanese stock Exchange, the decline in stock
indices was more than 20% compared to their peak values in 2019 [2]. Stock markets around the
world have shown colossal volatility, never seen before. Due to the coronavirus epidemic, the Chinese
consume less foreign goods [8]. This problem is particularly acute for American automobile
manufacturers. The negative effect of the reduction in the production of American interests in China
is very noticeable.

Sharp changes in the stock market resulted from news about the COVID-19 outbreak in the United
States in mid-February-early March 2020. The subsequent fluctuations in March — late April 2020
were associated with the stock market's reaction to the political decisions taken by the US government
in connection with the spread of the pandemic. It is expected that by the end of 2021, the decline in
world trade will be 13-32%, as the COVID-19 pandemic disrupts regular economic activity and life
around the world [9]. Due to the Covid-19 outbreak, there was a serious disruption of the labor and
trade markets, which led to a rapid increase in unemployment in many countries. Unemployment
negatively impacts world trade, as the level of tension among the population is growing, the middle
class is decreasing, and people's real incomes are falling.

The immediate goal is to bring the pandemic under control and mitigate the economic damage to
people, companies, and countries. Politicians should start planning for the consequences of the
pandemic. Global trade was already slowing in 2019, even before the outbreak of the pandemic, due
to rising trade tensions and slowing economic growth. World trade in goods recorded a slight decrease
in 2019 by -0.1% in physical terms after an increase of 2.9% in 2018 [10]. Meanwhile, the dollar
value of world commodity exports in 2019 fell by 3% and amounted to $ 18.89 trillion [10]. The
growth rate was slower than in 2018 when trade in services grew by 9% [10]. It is difficult to assess
the scale of the economic shock caused by the global pandemic.

2.3. Global Stock Markets

COVID-19 caused a blow to the world economy, demonstrating the inability of politicians,
economists, and scientists to cope with such a global challenge. It seems that the countries of the
world, as the virus spreads, should adopt the most successful solutions from each other [3]. Such
measures include the allocation by the European Union of more than 35 billion euros to protect the
economy from the influence of Covid-19. This amount was used to support enterprises and companies
that suffered heavy losses due to the pandemic. The UK has increased the loan size, while people
have the opportunity not to pay interest during the first six months. The impact of the COVID-19
pandemic itself is likely to be less than the impact of extreme restrictive measures taken to prevent
large-scale infection [3]. Although the virus is very contagious, its lethality is not higher than seasonal
flu in most cases.

The policy measures such as reducing trips and flights, closing various industries and shops for
quarantine, and reducing the social activity of citizens may harm the economy. If it is not effectively
managed with the help of competent economic policies, a pandemic can develop into a global
financial crisis that can hinder globalization [11]. After the stock market crash in the spring of 2020
in the United States, the Federal Reserve System announced a zero-interest rate policy. The UK
government has introduced a package of policy measures in response to COVID-19, such as the job
preservation scheme [1]. It reduced working hours to zero without laying off employees, minimizing
the future costs of finding and re-hiring staff.

3. Conclusion

COVID-19, which has spread to more than 200 countries, has enormous consequences for the
economy of both individual countries and the whole world. Public policy measures taken in respective
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countries to mitigate the economic costs can have significant adverse effects in the long term. The
COVID-19 outbreak has created an imbalance in the global economy due to the disruption of the
supply chain due to the closure of production in China. Quarantine measures imposed by countries to
smooth the spread of the pandemic continue to affect the economic situation in the world negatively.

Surprisingly, the pandemic has shown much fewer negative consequences on the global economy
than the radical measures taken by governments. However, due to the virus, there was a sharp and
significant drop in global stock markets. All countries need to work together and coordinate their
actions to cope with the negative consequences of the pandemic and restrictions as quickly and
effectively as possible. It is imperative to direct medicine and the economic efforts, reduce the
unemployment rate, and restore all trade supplies. Fiscal measures aimed at supporting the
manufacturing sector will also be required to accelerate the economic recovery. Another step may be
to reduce the tax burden on businesses and the population.
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