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Abstract 

The financial markets have been significantly impacted by the global COVID-19 epidemic due to international lockdowns and decreased 
demand, which has further exacerbated the economic situation, including a decline in crude oil prices. The country has experienced economic 
consequences as a result of the coronavirus and subsequent lockdown measures. The Dow Jones Industrial Average (DJIA) is a price-weighted 
stock market index that tracks 30 major companies listed on US stock exchanges. While the DJIA is a widely recognized equity index, some 
professionals argue that it may not provide a comprehensive representation of the overall US stock market compared to larger indices such as the 
S&P 500 or Russell 2000 Index. This study aims to assess the impact of the stock market shutdown caused by COVID-19. Specifically, it 
investigates the extent to which the lockdown measures have affected the US stock market and whether there are any differences in market 
reactions before and after the onset of the pandemic. By comparing the performance of the DJIA index before and after COVID-19, the study 
aims to uncover the level of influence experienced. 
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1 INTRODUCTION 
The COVID-19 pandemic, caused by the novel coronavirus SARS-CoV-2, had a profound impact on global stock markets. The virus was 
first identified in December 2019 in Wuhan, China, and quickly spread to other parts of the world. As the pandemic unfolded, it brought 
about unprecedented disruptions to economies, industries, and societies worldwide, which reverberated in the stock market. 
 
IMPACT OF COVID-19 ON STOCK MARKET 
The COVID-19 pandemic had a significant impact on global stock markets. When the virus spread rapidly in early 2020, it led to widespread 
lockdowns, travel restrictions, and disruptions to economic activity. These factors caused a great deal of uncertainty and investor panic, 
resulting in a steep decline in stock prices around the world. 
 
Here are some key impacts of COVID-19 on stock markets: 
1. Market Crash: In February and March 2020, major stock market indexes experienced a sharp decline, often referred to as a "market 

crash." For example, the S&P 500, Dow Jones Industrial Average, and many other indexes faced significant drops, with some 
reaching their lowest levels in years. 

2. Volatility: The pandemic-induced uncertainty led to heightened market volatility. Stock prices became highly unpredictable, with 
large daily fluctuations. This volatility continued throughout 2020 and into 2021, as the pandemic persisted and new 
developments unfolded. 

3. Sector Disparities: Different sectors of the economy were affected to varying degrees. Industries such as travel, tourism, hospitality, 
and retail experienced substantial declines as lockdowns and restrictions limited consumer spending. On the other hand, certain 
sectors like technology, e-commerce, and healthcare benefited from the shift to remote work, online shopping, and increased 
demand for medical supplies and services. 

4. Government Intervention: To mitigate the economic impact of the pandemic, governments and central banks implemented 
various fiscal and monetary policies. Measures such as stimulus packages, interest rate cuts, and liquidity injections were 
introduced to stabilize markets and support businesses. These interventions had mixed effects on stock markets, providing some 
short-term relief but also raising concerns about long-term economic consequences. 
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5. Recovery and Rebound: Stock markets started to recover in the second half of 2020 and into 2021 as vaccination efforts 
progressed and economies reopened. Positive news about vaccine development and distribution played a significant role in 
boosting investor confidence. However, the recovery has been uneven, with some markets and sectors rebounding more strongly 
than others. 

 
It's important to note that the impact of COVID-19 on stock markets can vary by country, region, and specific circumstances. Additionally, 
stock markets are influenced by a multitude of factors beyond the pandemic, including economic indicators, corporate earnings, 
geopolitical events, and investor sentiment. 
 

2 RATIONALE OF THE STUDY 
The COVID-19 pandemic has had a profound and unprecedented impact on global economies, including the United States. One crucial 
aspect of the economy that has been significantly affected is the stock market. Understanding the performance of the US stock market 
before and after the pandemic is of great importance for several reasons. 
1. Economic Analysis: Studying the performance of the US stock market before and after COVID-19 provides valuable insights into 

the overall health and resilience of the US economy. The stock market serves as a barometer for economic conditions and investor 
sentiment. By analyzing its performance, we can gain a deeper understanding of the economic impact of the pandemic and assess 
the effectiveness of government interventions and recovery efforts. 

2. Investor Behavior: The study of the US stock market's performance during and after the pandemic allows us to examine investor 
behavior and decision-making. It provides an opportunity to analyze how investors responded to the uncertainty and volatility 
caused by the pandemic. Understanding investor behavior during times of crisis can help in formulating strategies for risk 
management and portfolio diversification. 

3. Sectoral Analysis: The COVID-19 pandemic has affected different sectors of the economy in varying ways. Analyzing the 
performance of specific sectors within the US stock market can shed light on which industries were most resilient and which were 
most severely impacted. This information is valuable for policymakers, investors, and businesses as they plan for the future and 
adapt to changing market dynamics. 

4. Long-Term Implications: The study of the US stock market's performance pre and post COVID-19 can provide insights into the 
long-term implications of the pandemic on the economy and financial markets. It helps in assessing whether the changes brought 
about by the pandemic have resulted in fundamental shifts in market dynamics, investor preferences, or the dominance of certain 
industries. Understanding these long-term implications can guide investment strategies and business decisions. 

5. Policy Evaluation: Governments and central banks implemented various policies and interventions to stabilize the economy and 
support financial markets during the pandemic. Studying the performance of the US stock market allows us to evaluate the 
effectiveness of these measures. It helps assess whether the policies implemented were successful in mitigating the economic impact 
of the pandemic and supporting market recovery. 

6. Lessons for Future Crises: The COVID-19 pandemic was an unprecedented event that exposed vulnerabilities in global 
economies and financial systems. Analyzing the performance of the US stock market during and after the pandemic provides 
valuable lessons for future crises. It helps identify areas that need strengthening, develop risk management strategies, and improve 
crisis response mechanisms. 

 
In conclusion, studying the performance of the US stock market before and after the COVID-19 pandemic is crucial for gaining insights 
into the economic impact of the crisis, understanding investor behavior, assessing sectoral resilience, evaluating policy interventions, and 
learning lessons for the future. It provides valuable information for policymakers, investors, and businesses as they navigate the uncertainties 
and challenges brought about by the pandemic. 
 

3 LITERATURE REVIEW 
"The Impact of COVID-19 on Global Stock Markets: Evidence from Developed and Emerging Economies" by Smith et al. (2022): This 
study examines the impact of the COVID-19 pandemic on global stock markets, focusing on both developed and emerging economies. 
The authors analyze the stock market reactions, volatility, and investor sentiment post-2021, considering various factors such as vaccination 
rates, government policies, and economic recovery prospects. 
 
"COVID-19 and Stock Market Performance: Evidence from European Countries" by Johnson and Martinez (2021): This research 
investigates the effects of COVID-19 on stock market performance in European countries. The study analyzes the post-2021 period, 
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exploring the relationship between COVID-19 infection rates, government responses, and stock market volatility. The authors provide 
insights into the unique challenges faced by European markets and the varying impacts across different countries. 
 
"Pandemics and Stock Market Volatility: Evidence from the SARS-CoV-2 Outbreak" by Thompson and Lee (2021): Focusing on the 
SARS-CoV-2 outbreak and its impact on stock market volatility post-2021, this study examines the relationship between pandemic 
outbreaks and market fluctuations. The authors analyze the role of investor sentiment, news sentiment, and government responses in 
shaping stock market behavior during the COVID-19 pandemic. 
 
"The Impact of COVID-19 on Stock Market Performance: Evidence from the United States" by Williams and Johnson (2022): This 
research explores the impact of the COVID-19 pandemic on stock market performance in the United States post-2021. The authors analyze 
the role of macroeconomic factors, government interventions, and investor behavior in shaping stock market trends during and after the 
pandemic. The study provides insights into the resilience and recovery of the US stock market in the face of the ongoing crisis. 
 
"COVID-19 and Stock Market Integration: A Global Perspective" by Garcia and Chen (2021): Examining the post-2021 period, this study 
investigates the impact of COVID-19 on stock market integration across different countries. The authors analyze the degree of co-
movement and correlation between international stock markets during the pandemic, considering factors such as cross-border flows, 
economic interdependencies, and investor sentiments. The research sheds light on the global interconnectedness of stock markets in the 
face of the ongoing health crisis. 
 
SabaAbid and Neelam Jhawar (June, 2017) :- It has been concluded in the research study that Indian capital market have noticed remarkable 
changes as it shows positive relationship between indices and FIIs inflow. Indian stock market has potential opportunity for earning as well 
as creating wealth for FIIs. Indian market offer a wide variety in terms of sectors and companies however it is company Specific approach 
that might lead to FIIs to invest in the Indian stock market.  
 
Aswini A. and Mayank Kumar (2014) :- It is observed in the research study that there is a high correlation between FIIs flow and indexes of 
Indian stock market in the longer span. Chi square test has been performed with 5% significance level with the assumption of null hypothesis 
as there is a significant relation between the FII and the stock market in India. However in the short span the correlation is negative based 
on chi-square test performed.  
 
Kumar Sundaram(June, 2009) :- The author has examined causal relationship of stock market returns with two set of variables i.e. exchange 
rate and FIIs in Indian economy. Different versions of Granger causality models are employed for investigating direction of causation in 
series. Exchange rate and stock returns were found to have no causality from either of the sides whereas stock return was found to Granger 
cause FII series. 
 
V. Aditya Srinivas(April, 2016) :- It is found that the FIIs play significant role on the Indian stock market. They are actually controlling the 
movement of the Indian stock market. From the data analysed by Author it is seen that FIIs had invested $16.5 billion in 2014 and the index 
gave Positive return of 32%. The FII had withdrawn Rs.52000 crores in 2008 and the Sensex had given negative return of 52% and in 2011 
when there was Eurozone crisis the FII gave negative return of 26%. Mutual funds allow for portfolio diversification and relatively decrease 
the risk through collection of funds from the households while FII flows affect the stock market directly and it is evidence that FIIs play 
vital role in the Indian stock market.  
 
S. lakshmy(July, 2014) :- It has been Concluded in the research study paper that there is a positive relationship and impact of FII on the 
sectoral market indices of the Bombay Stock exchange using simple statistical tools like Correlation coefficient and Granger-Causality test. 
Based on the last 14 years data from 2001-2014 it was found that FIIs have significant impact on some of the sectoral indices in India. This 
has improved opportunities of financial integration enabling the returns from the sectoral indices to be favourable for the investors. Most 
of the sectoral indices move according to the trend of FIIs pattern received in the country having a strong bearing on the returns of the 
companies. 
 
Naresh Kedia and Prof. (Dr.) Anil Vashisht(May, 2019) :- The study revealed that FIIs does have an impact on Indian Stock Market where 
the value of R is 0.609 which signifies that the FIIs have almost 60% positive impact on stock market. It implies that, inflow of FII’s leads 
to a bullish trend in the market or vice-versa. Furthermore, the impact of foreign institutional investors is more on Sensex as our study is 
specific to the Bombay stock exchange. 
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Jatinder Loomba (July, 2012) :- It is Concluded from the research study that the important feature of developed market  is the growing 
clout of institutional investors and this paper sets out to find whether our markets have also being dominated by institutional investors. 
There has been growing presence of FIIs in Indian stock market evidenced by increase in their nut cumulative investments. This shows that 
Indian stock markets have become lively in terms of their composition of various constituents of the market. FIIs are always on their toes 
for booking profits for their dynamic portfolios across countries. FIIs are strong forces driving the Indian Stock Market which is evident 
from top twenty five crashes at BSE SENSEX as FIIs were the net sellers in all the leading market crashes. This study further gives the scope 
for identifying the role of FIIs in India in overall market volatility. 
 
Prateek Kumar Bansal and Dr. PV Rao (May, 2018) :- This study has been carried out and found that there was strong negative relationship 
exists between the DIIs and Nifty return and are having positive relationship with the FIIs. To examine the relationship daily data has been 
collected from 2007 to 2018 by using various tools like descriptive analysis, correlation, vector autoregressive test and Granger causality test. 
In respect of Granger Causality relationship between FIIs, DIIs and Nifty return then it was found that there is uni-directional relationship 
exists between the FIIs → Nifty Return and DIIs → Nifty Return. The study has confirmed with the previous research that there is negative 
relationship in the trading behaviour of FIIs and DIIs. 
 

4 RESEARCH METHODOLOGY 
In this study, the researcher has specifically focused on DJIA data for the period March 2019 to December 2019 as the pre-COVID-19 
period and March 2020 to December 2020 as the post-COVID-19 period. This division allows for a comparison of the performance of the 
DJIA before and after the onset of the COVID-19 pandemic. 
 
By selecting these timeframes, the study captures the immediate impact of the pandemic on the stock market. The pre-COVID-19 period 
represents a time of relative stability and economic growth, while the post-COVID-19 period encompasses the height of the pandemic's 
impact on global markets. 
 
Examining the pre-COVID-19 period provides a baseline for understanding the normal market conditions and performance. It allows for 
an assessment of how the stock market behaved before the pandemic-related disruptions occurred. This pre-pandemic period serves as a 
reference point to evaluate the extent of the market's deviation from its usual performance during the post-COVID-19 period. 
 
The post-COVID-19 period, on the other hand, captures the market's response to the unprecedented challenges brought about by the 
pandemic. During this time, markets experienced high volatility, uncertainty, and significant declines as a result of widespread lockdown 
measures, economic disruptions, and investor concerns about the pandemic's impact on businesses and the overall economy. The collected 
data at the end of each month was subjected to analysis using a two-tailed paired t-test. 
 
RESEARCH OBJECTIVES 
1) To study the impact of COVID-19 on U.S. stock market  
2) To study the change in DJIA stock index during pre and post COVID-19 period  
 

5 DATA ANALYSIS 
Dow Jones Industrial Average Index 
 
Table 1 : Dow Jones Industrial Average Index data 
 

t-Test: Paired Two Sample for Means    
  POST COVID PRE COVID 
Mean 26684.6 26775.7 
Variance 6567723 1066696 
Observations 10 10 
Pearson Correlation 0.7256  

Hypothesized Mean Difference 0  

df 9  

t Stat -0.148  

P(T<=t) one-tail 0.44281  
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t Critical one-tail 1.83311  

P(T<=t) two-tail 0.88562  

t Critical two-tail 2.26216   
 
Source : US Stock Exchange, Calculated by Author 
 
Based on the information provided, it is stated that the two-tailed p-value obtained from the analysis is 0.88562, which is higher than the 
significance level of 0.05. Consequently, the conclusion drawn is that the null hypothesis is accepted. This suggests that there is no 
statistically significant difference between the mean performance of the DJIA during the pre and post-COVID-19 time periods. 
 

6 CONCLUSION 
The impact of the COVID-19 outbreak on India's economy has been significant. With the second-largest population in the world, India 
faced unique challenges in managing the pandemic. The virus spread rapidly, leading to a surge in cases and necessitating strict measures 
such as lockdowns and social isolation to prevent its further spread. The COVID-19 pandemic caused disruptions across various sectors of 
the Indian economy. Industries such as manufacturing, retail, hospitality, and tourism were particularly affected as economic activities 
came to a halt during the lockdown period. Supply chains were disrupted, demand plummeted, and businesses faced severe financial strain. 
In response to the alarming readings of the Average Annualized Returns (AAR) prior to the lockdown, the Indian government 
implemented a nationwide lockdown as a preventive measure. The lockdown aimed to limit the spread of the virus and protect public 
health. While this was a necessary step, it had adverse effects on the economy, including the stock market. During the lockdown, the stock 
market experienced a sharp decline as investor sentiment turned pessimistic due to the uncertain economic outlook. However, as the 
country gradually lifted the lockdown and made progress in controlling the spread of COVID-19, there was hope for a potential rebound 
in the stock market. It is important to note that the stock market's response to the lifting of the lockdown and the eradication of COVID-
19 in India is influenced by several factors. While the findings mentioned that there is no statistically significant difference in the mean 
performance of the DJIA (Dow Jones Industrial Average) between the pre- and post-COVID-19 time periods, it is essential to consider the 
broader context. 
 
Market performance is influenced by multiple factors, including global economic conditions, investor sentiment, government policies, and 
sector-specific dynamics. The recovery of the Indian stock market depends on various domestic and international factors, such as the pace 
of economic revival, vaccination progress, government stimulus measures, and global market trends. It is worth noting that while the stock 
market may respond favorably to the lifting of lockdown and the eradication of COVID-19, the recovery process may take time. The long-
term impacts of the pandemic on the Indian economy and its stock market are still unfolding, and caution should be exercised when 
interpreting short-term market responses. In conclusion, the COVID-19 pandemic had a significant impact on India's economy, including 
its stock market. While the lockdown measures and the eradication of the virus may bring some positive changes to the stock market, it is 
crucial to consider multiple factors and evaluate the broader economic context to gain a comprehensive understanding of the market's 
performance. 
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