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Abstract

The whole world is jolted with the attack of coronavirus. Even few weeks ago, people thought, the
virus would destabilize the international supply chains only, which at best would shut factories in
China. Though, initially the whole world witnessed the sufferings of china, now the whole world
is suffering for the deadly spreading of this virus to Iran, Italy, Saudi Arabia, Japan, South Korea,
USA and many other countries and China is gradually overcoming. The coronavirus is going to
have a deep and serious impact on the world economy. Policymakers in various countries are
worried to find solutions to this unexpected guest. So far, China has successfully tackled the crisis
with appropriate formulation of policies. Many transnationals, multi-national and domestic
companies in the world have shut down their operations, postponed conferences and reduced

employee travel fearing the death threats of Coronavirus.
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Impact on Stock Market

World famous companies like Microsoft, Google, Apple and Adidas estimate that their profits for
this year would be eaten up by the deadly coronavirus. International Monetary Fund (IMF) expects
that the global economic growth will be even lower than the year 2008-09 when sub-prime crisis
took place (Allen et al., 2014). Since major industries like tourism, aviation, oil, consumer goods,
and commodities are seriously jolted, a global recession is just ahead of us. Due to the global
meltdown of economy, the stock markets around the world would suffer like anything. Unlike
other bourses, the Dhaka and Chittagong Stock exchanges also crashed to the drastic level as
investors are under massive panic after detection of over 20 corona patients in the country
(Bowman et al., 2012). Following table shows the changes in stock indices between 1 January,
2020 and the 19 March 2020 in the Chittagong Stock Exchange:

Index 1 January, 2020 19-March-2020 Change Change in %
CSESO0 985.67 785.5974 -200.073 -20.2981
CSE30 11412.7 9656.1761 -1756.5 -15.3908




CSCX 8195.15 6641.3204 -1553.83 -18.9604
CASPI 13519.5 10963.401 -2556.07 -18.9066
CSI 860.69 712.3839 -148.306 -17.2311

Source: The Financial Express and Chittagong Stock Exchange

The outbreak of the coronavirus disease (COVID-19) in late 2019 had an unprecedented impact
on the global economy, including the stock market (Chowdhury, 2012). As the virus rapidly spread
across the world, governments implemented strict lockdowns and social distancing measures to
curb its spread. These measures disrupted businesses, supply chains, and consumer behavior,
leading to significant fluctuations in the stock market. This essay delves into the key aspects of the
pandemic's impact on the stock market, examining its short-term disruptions and long-term

implications.

Short-term Market Volatility:

The initial reaction to the COVID-19 pandemic in early 2020 resulted in a sharp and severe market
downturn. As the virus spread globally, panic and uncertainty prevailed among investors, leading
to massive selloffs and plummeting stock prices. Major stock indices, such as the Dow Jones
Industrial Average, S&P 500, and Nasdaq Composite, experienced rapid declines, wiping out
trillions of dollars in market value in a matter of weeks (Chowdhury, 2013).

Sector-specific Winners and Losers:

The pandemic's impact was not uniform across all sectors of the stock market. Some industries,
like travel, tourism, and hospitality, suffered the most due to travel restrictions and lockdowns,
experiencing significant declines in stock prices. On the other hand, sectors like technology,
healthcare, and online retail witnessed increased demand and a surge in stock prices (Chowdhury,
2014). The market favored companies offering solutions for remote work, telemedicine, and e-
commerce, highlighting the importance of adaptability and innovation during times of crisis.
Government Stimulus and Central Bank Interventions:

To mitigate the economic impact of the pandemic, governments worldwide introduced massive
stimulus packages to support businesses and individuals. Central banks also initiated monetary
easing measures, lowering interest rates and implementing quantitative easing programs. These
interventions played a crucial role in stabilizing the stock market and providing some confidence
to investors amid the uncertain times.

Rise of Retail Investors and Online Trading:

The pandemic saw a surge in retail investors participating in the stock market. With more people
working remotely and having additional free time, they turned to online trading platforms to invest

in stocks. Social media platforms and online forums, such as Reddit's WallStreetBets, gained



prominence, leading to the phenomenon of "meme stocks," where individual investors
collaborated to boost the prices of certain stocks. This increased retail investor participation added

a new layer of complexity and volatility to the market.

Long-term Structural Changes:

COVID-19 brought about several long-term changes that affected the stock market. Remote work
gained traction, and companies increasingly adopted digitalization and automation to ensure
business continuity. These shifts impacted traditional brick-and-mortar businesses and accelerated
the growth of tech-oriented companies (Chowdhury, 2015). Moreover, the pandemic prompted a
reevaluation of global supply chains, with many businesses looking to diversify and localize
production to reduce dependencies on single-source suppliers.

Uncertainty and Caution:

Despite the initial market recovery, the lingering uncertainty surrounding the duration and impact
of the pandemic continued to influence investor sentiment. As new variants of the virus emerged,
governments struggled to balance public health concerns with economic recovery. This uncertainty
contributed to ongoing market volatility, causing investors to adopt a cautious approach to their
investment decisions.

Investment strategies to crack the crisis

The above table shows the market took a sharp dive recently and still we don’t know where the
COVIT-19 will take us (Chowdhury, 2016). We are so worried about our investment as the virus
is not only a threat to our health, but also to our financial stability. Since the points are yet to land
more, what should be our investment strategy during recession? It is true that through appropriate
policy formulation and implementation, the market may be recovered but the ultimate impact of
disruption in the supply chain will continue. By nature, stock market is volatile. It goes up and

comes down. During the recession, following actions are recommended to follow.

Set a long-term investment goal
As an investor, you should not be perplexed at the temporary turmoil of the market. History
says, markets always get restored even after serious financial crisis.

Prepare a plan

Based on your capacity to bear the loss, you should prepare an investment plan. If you can
digest volatility, you may try volatile shares but if the other way around, invest in
fundamentally strong companies. It is experienced that during crisis, the prices of strong
companies do not fluctuate too much.

Avoid emotions



When share prices go down, there is nothing to worry. Due to fear and anxiety you should not
sell your shares. If all the investors follow this strategy, there will be no additional supplies
and thus the prices will remain stable (Chowdhury, 2018).

Diversify your investment

Investing in different shares and bonds comprising different sectors will keep your portfolio
stronger and less risky (Cooper, 2014). A particular crisis normally does not hit all the sectors
equally. The benefits from less infected sector/shares will recover the losses on more infected

sector/shares. Based on the position of your career length, you may select stocks as follows:

Initial

Since you are about to start your career, you can increase your portfolio’s

long-term investment risk and set yourself up for higher potential returns
(Wood and Zivcakova, 2013; Chowdhury et al., 2020)

Career Mid Since retirement is several years away, so you can make the most of the time

level you have to grow your investments with a moderate increase in the long-
term investment portion of your portfolio.

Last  Since you are very close to retirement, it makes sense to align your portfolio

with your retirement income goals by diminishing investment risk and
potentially providing higher returns. A diversified portfolio can help ensure
you’re closer to your dreams.

Source: Sunlife Assurance Company, Canada

At the time of stock selection, you need to consider the risk level and the corresponding return

possibility. You can tradeoff the risk and return as per following chart.

Risk level of investment portfolio

Lower

Medium

Higher

Cash equivalents, such as
money market funds, provide

low-risk returns and
generally include
Investments such as

guaranteed funds and short-
term deposits that pay you
interest. While the risk is low,
many cash equivalents also
have low rates of return
(Chowdhury, 2019).

Fixed-income  investments,
such as bonds, are generally
higher risk than cash
equivalents, but offer
potentially higher returns.
When you invest in bond
funds, you lend money to the
company or government
issuing the bond. Over a
specified time period, that
company or government
repays the amount of the loan
plus interest. Bond fund
values go down when interest

Equity funds are made up of
stocks, which are considered
to be of higher risk than cash
equivalents or fixed-income
investments. But with higher
risk comes a higher potential
for long-term growth. Equity
funds give you an ownership
in the issuing companies. An
increase in the value of a
company translates  into
investment gains (Chowdhury
et al., 2021)




rates go up, and vice-versa
(Walsh et al., 2013).

Manage your risk

Once your portfolio is ready, it is time to rebalance the portfolio to manage risk as the
investment goal and macro factors do not remain constant (Voorveld et al., 2014; Chowdhury
et al.,, 2019). Rebalancing of portfolio protects investors from rash and taking emotional
investment decisions when value starts to decline. The variety in portfolio will give a
comprehensive picture of the market and thus will help to overcome the fear on temporary
crisis (Chowdhury, 2020).

Do nothing

There is a proverb that, during recession, the best thing to do is to do nothing. The falling
market is just like a knife and selling stock is similar to catch the falling sharp knife with a
bare hand. By not doing anything during crisis, you can at least save yourself from being a
bear’s lunch. Therefore, to remain calm, you should have investment in money market
instruments which are short-term in nature and ensure regular liquidity and short maturity.

Invest in value stocks.

Financial crisis gives investors a chance to spot value stocks. Prices of fundamentally weak
companies go down to drastic level while that of sound companies remain comparatively
stable. Veteran investor Warren Buffet takes the opportunity of crisis to invest in some value
companies (Baker, 2019; Chowdhury, 2021).

Invest in non-cyclical stocks

Non-cyclical companies are those which produce salt, oil, toothpaste, shampoo, and shaving
cream. These stocks normally perform better than the overall market during critical times and
offer a consistent earnings and stable dividends, notwithstanding of the condition of the overall
market.

Conclusion

To minimize the loss during crisis, an investor needs to stay calm, check the risk tolerance level
and think carefully before making any new investment. A well-structured portfolio is the pre-
requisite to stay stable during crisis. We should keep in mind that the market will recuperate either
quickly or years from now but certainly it will.

References

1. Allen, K. A., Ryan, T., Gray, D. L., Mclnerney, D. M., & Waters, L. (2014). Social
media use and social connectedness in adolescents: The positives and the potential
pitfalls. The Australian Educational and Developmental Psychologist, 31(1), 18e31.



10.

11.

12.

Bowman, L. L., Waite, B. M., & Levine, L. E. (2015). Multitasking and attention:
Implications for college students. In Larry D. Rosen, N. A. Cheever, & L. M. Carrier
(Eds.), The Wiley handbook of psychology, technology, and society (pp. 388e403). West
Sussex, UK: John Wiley & Sons.

Cheston, C. C., Flickinger, T. E., & Chisolm, M. S. (2013). Social media use in medical
education: A systematic review. Academic Medicine: Journal of the Association of
American Medical Colleges, 88(6), 893e¢901.

Cooper, A. D. (2014). Exploring the use of non-cognitive factors in predicting college
academic outcomes (Unpublished masters thesis). Chattanooga, Tennessee: University of
Tennessee.

Chowdhury, E. K. (2021). Financial accounting in the era of blockchain-a paradigm shift
from double entry to triple entry system. Available at SSRN 3827591.
http://dx.doi.org/10.2139/ssrn.3827591

Chowdhury, E. K., & Abedin, M. Z. (2020). COVID-19 effects on the US stock index
returns: an event study approach. Available at SSRN 3611683.
http://dx.doi.org/10.2139/ssrn.3611683

Chowdhury, E. K., Stasi. A. & Pellegrino. A. (2023). Blockchain Technology in
Financial Accounting: Emerging Regulatory Issues. Review of Economics and Finance.
21 (1), 862-868. https://refpress.org/retf-vol21-a94/

Chowdhury, E, K., & Islam, A. (2017). Role of Foreign Direct Investment in the Stock
Market Development of Bangladesh- A Cointegration and VAR Approach. The
Bangladesh Accountant, April-June, 2017, 63-74. The Institute of Chartered Accountants
of Bangladesh. https://tinyurl.com/y8hs2paf

Chowdhury, E. K (2021). Does Internal Control Influence Financial Performance of
Commercial Banks? Evidence from Bangladesh. South Asian Journal of Management,
28(1), 59-77. https://tinyurl.com/59nr5axm

Chowdhury, E. K. (2012). Impact of inflation on bank lending rates in
Bangladesh. Journal of Politics and Governance, 1(1), 5-14.
https://tinyurl.com/26y2pw6y

Chowdhury, E. K. (2012). The Impact of Merger on Shareholders' Wealth. International
Journal of Applied Research in Business Administration and Economics, 1(2), 27-32.
https://tinyurl.com/ycxt59vz

Chowdhury, E. K. (2016). Investment Behavior: A Study on Working Women in
Chittagong. Premier Critical Perspective, 2 (1). 95-109.
http://digitalarchives.puc.ac.bd:8080/xmlui/handle/123456789/67


http://dx.doi.org/10.2139/ssrn.3827591
https://dx.doi.org/10.2139/ssrn.3611683
https://refpress.org/ref-vol21-a94/
https://tinyurl.com/59nr5axm

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Chowdhury, E. K. (2017). Functioning of Fama-French Three- Factor Model in
Emerging Stock Markets: An Empirical Study on Chittagong Stock Exchange,
Bangladesh. Journal of Financial Risk Management, 6(4), 352-363.
https://doi.org/10.4236/jfrm.2017.64025

Chowdhury, E. K. (2017). Measuring the Effect of Macroeconomic Variables on the
Stock Market Return: Evidence from Chittagong Stock Exchange. 4U-International e-
Journal of Interdisciplinary Research, 2(2), 1-10.
http://www.assumptionjournal.au.edu/index.php/eJIR/article/view/4227

Chowdhury, E. K. (2021). Prospects and challenges of using artificial intelligence in the
audit process. In Abedin, M.Z., Hassan, M K., Hajek, P. (eds.) The Essentials of Machine
Learning in Finance and Accounting (pp. 139-155). Routledge.
https://tinyurl.com/4stz7ycj

Chowdhury, E. K. (2022). Disastrous consequence of coronavirus pandemic on the
earning capacity of individuals: an emerging economy perspective. SN Bus Econ. 2(153).
https://doi.org/10.1007/s43546- 022-00333-z

Chowdhury, E. K., & Begum. R. (2012). Reward Management as Motivational Tool in
Various Industries in Bangladesh: An empirical study. International Journal of
Contemporary Business Studies, 3(11), 22-34. https://tinyurl.com/3vzu9cu8

Chowdhury, E. K., & Chowdhury, G. M. (2014). Applicability of Prediction Techniques
in the Stock Market-A Chittagong Stock Exchange Perspective. International Journal of
Advanced Information Science and Technology, 32(32), 126-136,
DOI:10.15693/ijaist/2014.v3i12.124-134

Chowdhury, E. K., & Chowdhury, R. (2017). Online Shopping in Bangladesh: A Study
on the Motivational Factors for Ecommerce that Influence Shopper’s Affirmative

Tendency towards Online Shopping. South Asian Journal of Marketing & Management
Research, 7(4). 20-35. DOI:10.5958/2249-877X.2017.00019.4

Chowdhury, E. K., & Chowdhury, R. (2022). Empirical research on the relationship
between renewable energy consumption, foreign direct investment and economic growth
in South Asia. Journal of Energy Markets, 15(2). 1-21,
https://DOI:10.21314/JEM.2022.012

Chowdhury, E. K., & Chowdhury, R. (2023). Role of financial inclusion in human
development: Evidence from Bangladesh, India and Pakistan. Journal of the Knowledge
Economy, 1-26. https://doi.org/10.1007/s13132-023-01366-x

Chowdhury, E. K., & Nahar, S. (2017). Perceptions of Accountants toward Sustainability
Development Practices in Bangladesh. Journal of Management and Sustainability,7(3),
112-119. doi:10.5539/jms.v7n3p112


https://doi.org/10.1007/s43546-

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

Chowdhury, E. K., & Reza, T. (2013). Diagnostic Study on Interactive Ads and Its
Response towards the FM Radio. International Journal of Research in Commerce, IT &
Management, 3(2), 36-41. https://tinyurl.com/5n8huanv

Chowdhury, E. K., Dhar, B. K., & Stasi, A. (2022). Volatility of the US stock market and
business strategy during COVID-19. Business Strategy & Development, 1-11.
https://doi.org/10.1002/bsd2.203

Chowdhury, E. K., Dhar, B. K., Gazi, M., & Issa, A. (2022). Impact of Remittance on
Economic Progress: Evidence from Low-Income Asian Frontier Countries. Journal of the
Knowledge Economy, 1-26. https://doi.org/10.1007/s13132-022-00898-y

Chowdhury, E. K., Dhar, B. K., Thanakijsombat, T., & Stasi, A. (2022). Strategies to
determine the determinants of financial performance of conventional and Islamic

commercial banks: Evidence from Bangladesh. Business Strategy & Development, 1-19.
https://doi.org/10.1002/bsd2.207

Chowdhury, E.K. (2018). An Assessment of Return Spillover Among Selected Stock
Markets in SAARC Countries. South Asian Journal of Management, 25 (1), 51-63.
Association of Management Development Institutions in South Asia.
https://tinyurl.com/y2bd39tk

Chowdhury, E.K. (2018). Does Foreign Direct Investment Stimulate Economic Progress
of a Developing Country? Empirical Evidence from Bangladesh. CIU Journal, 1 (1), 71-
86. Chittagong Independent University. https://tinyurl.com/3scz3jzh

Chowdhury, E.K. (2019). An Empirical Study of Volatility in Chittagong Stock
Exchange. CIU Journal, 2 (1), 19-38. Chittagong Independent University.
https://tinyurl.com/3w6k89k8

Chowdhury, E.K. (2019). Transformation of Business Model through Blockchain
Technology. The Cost and Management, 47(5), 4-9. The Institute of Cost and
Management Accountants of Bangladesh. https://tinyurl.com/bdz4ns7t

Chowdhury, E.K. (2020). Catastrophic Impact of Covid-19 on Tourism Sector in
Bangladesh: An Event Study Approach. The Cost and Management, 48(4), 43-52. The
Institute of Cost and Management Accountants of Bangladesh.
https://tinyurl.com/ccu6mkbx

Chowdhury, E.K. (2020). Is Capital Market Integration among the SAARC Countries
Feasible? An Empirical Study. Eurasian Journal of Business and Economics, 13(25), 21-
36. https://doi.org/10.17015/ejbe.2020.025.02


https://tinyurl.com/3scz3jzh
https://tinyurl.com/3w6k89k8
https://tinyurl.com/bdz4ns7t
https://tinyurl.com/ccu6mkbx

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

Chowdhury, E.K. (2020). Non-Performing Loans in Bangladesh: Bank Specific and
Macroeconomic Effects. Journal of Business Administration, 41(2), 108-125. University
of Dhaka. https://tinyurl.com/54f5pexw

Chowdhury, E.K. (2020). Volatility in Cryptocurrency Market—Before and During
Covid-19 Pandemic. CIU Journal, 3(1), 69-86. Chittagong Independent University.
https://tinyurl.com/mr3djzcn

Chowdhury, E.K. (2022). Strategic approach to analyze the effect of Covid-19 on the
stock market volatility and uncertainty: a first and second wave perspective, Journal of
Capital Markets Studies, Vol. ahead-of-print No. ahead-of-print.
https://doi.org/10.1108/JCMS-05-2022-0015

Chowdhury, E.K. (2023). Integration of Artificial Intelligence Technology in
Management Accounting Information System: An Empirical Study. In: Abedin, M.Z.,
Hajek, P. (eds) Novel Financial Applications of Machine Learning and Deep Learning.
International Series in Operations Research & Management Science, vol 336. Springer,
Cham. https://doi.org/10.1007/978-3-031-18552-6 3

Chowdhury, E.K., & Rozario, S. O. (2018). Impact of Attitude and Awareness of
Investors on their Investment Behavior- A Study on Bangladesh Stock Market. The
Bangladesh Accountant, July- September, 81-89. The Institute of Chartered Accountants
of Bangladesh. https://tinyurl.com/4av6swas

Chowdhury, EK (2020). India’s NRC, CAA may take Bangladesh closer to China. Asian
Regional Review, Diverse Asia, Seoul National University Asia Center, 3(2).
https://diverseasia.snu.ac.kr/?p=4525

Chowdhury, M.R.A., & Chowdhury, E. K. (2010). Estimation of Stock Market Risk-A
Value at Risk Approach. The Cost & Management, 38(4), 22-27.
https://tinyurl.com/4ax978ud

Chowdhury, M.R.A., Chowdhury, E. K., & Chowdhury, T. U. (2015). Application of
Capital Asset Pricing Model: Empirical Evidences from Chittagong Stock Exchange. The
Cost & Management, 43(3), 38-44. https://tinyurl.com/bddv24cy

Voorveld, H. A., Segijn, C. M., Ketelaar, P. E., & Smit, E. G. (2014). Investigating the
prevalence and predictors of media multitasking across countries. International Journal of
Communication, 8, 2755e2777.

Voorveld, H. A. M., & van der Goot, M. (2013). Age differences in media multitasking:
A diary study. Journal of Broadcasting & Electronic Media, 57(3), 392e408.

Walsh, J. L., Fielder, R. L., Carey, K. B., & Carey, M. P. (2013). Female college
students' media use and academic outcomes: Results from a longitudinal cohort study.
Emerging Adulthood, 1(3), 219¢232.


https://tinyurl.com/mr3djzcn
https://tinyurl.com/bddv24cy

44. Wood, E., & Zivcakova, L. (2015). Understanding multimedia multitasking in
educational settings. In Larry D. Rosen, N. A. Cheever, & L. M. Carrier (Eds.), The
Wiley handbook of psychology, technology, and society (pp. 404e419). West Sussex,
UK: John Wiley & Sons.



	Do nothing
	There is a proverb that, during recession, the best thing to do is to do nothing. The falling market is just like a knife and selling stock is similar to catch the falling sharp knife with a bare hand. By not doing anything during crisis, you can at l...
	Invest in value stocks.
	Financial crisis gives investors a chance to spot value stocks. Prices of fundamentally weak companies go down to drastic level while that of sound companies remain comparatively stable. Veteran investor Warren Buffet takes the opportunity of crisis t...
	Invest in non-cyclical stocks
	Non-cyclical companies are those which produce salt, oil, toothpaste, shampoo, and shaving cream. These stocks normally perform better than the overall market during critical times and offer a consistent earnings and stable dividends, notwithstanding ...

