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Abstract

The outbreak and the rapid spread of the Coronavirus have significantly
impacted society and is inflicting rising cost of lives worldwide. Isolation and lockdowns
are supposed to be the only measures to resistor the spread of the virus but it has turned
the health crisis into a situation of severe economic distress. With increasing
uncertainties in the economy, confusion and panic among investors and dramatic reaction
of the financial markets, it is necessary to study the impact of the remedial measures on
the stock market. The present study focuses on examining the performance of all the
sectoral indices of the Bombay Stock Exchange based on the event study methodology.
The results reveal that the sectors including Auto, Basic materials, CD&S, Realty, Power
show negative abnormal returns on and after the day of announcement of the lockdown.
While, sectors like Healthcare, FMCG, and Telecom showed positive abnormal returns in
the post announcement period.
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Introduction

The sudden outbreak of the Coronavirus disease has adversely impacted lives,
businesses, and the global economy at large. The first case of Coronavirus, also known as
COVID-19, was identified in December, 2019 in Wuhan, China which in the following
months has spread to several nations resulting in a global health crisis. The highly
contagious nature of the disease posed serious challenges for the healthcare system all
over the world to devise ways of controlling the spread. The WHO (World Health
Organization) on 30th of January, 2020 declared the outbreak as Public Health
Emergency of International Concern and it was declared as pandemic on 11th of March
2020 (Zhu et al., 2020). Millions of lives succumbed to this deadly virus and the most
effective route available at that moment for slowing its spread was identifying, isolating
and treating the patients. Thus, strict restrictions on travel, social events, public
gathering were imposed which gradually slowed the spread of the virus but at the same
time had serious negative impacts on the economy (Ashraf, 2020; Jones et al, 2021, Gogoi
et al., 2022).

India being a highly populated country with a healthcare system not strong
enough to handle the pressure of rapidly increasing number of coronavirus cases had to
implement the world’s strictest lockdown at the very onset of the pandemic (Ministry of
Finance, 2021). These strict measures adopted by the government brought several sectors
to a standstill and resulted in loss of livelihoods of hundreds of workers, disrupted
education, and severely impacted the economy. Significant downfall and high volatilty
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was noticed in the share markets due to the uncertainty related to the coronavirus and
billions of rupees were reported to be withdrawn from the Indian stock markets in the
month of March (Singh & Neog, 2020; Nadkar, 2020). Moreover, a fall of 22.6% in the
BSE SENSEX and 31% in the Nifty was observed during that period (Thomas et al.,
2020; Mishra et al., 2020). Negative emotions among investors contribute to further rise
in volatility in the market (Lee et al., 2002). Thus, it is important to study the impact of
an event as rare as COVID-19 pandemic on the stock market for better understanding of
investors’ behaviour.

Review of Literature

The pandemic being an unforeseen event with grave consequences have attracted
a lot of attention from researchers and there have been numerous studies on various
aspects of the COVID-19 pandemic. Numerous studies have been conducted to
understand the impact of the pandemic on the global economy and financial markets,
thus the researcher looks into the existing literature to form a better understanding of
the devastating effects of the pandemic on the stock markets and the findings are
presented below:

Sahoo (2021) studied the impact of COVID-19 on Indian stock market and found
that the day- of-the-week effect is present on the returns of all the indices for the period
of COVID-19 health crisis. Whereas, for the period prior to the COVID-19 health crisis,
the day-of-the-week effect is noticed on the returns of a few indices-, i.e., Nifty 100, Nifty
Midcap 100 and Nifty Midcap 50. No day-of-the-week effect was found for the other
indices during this period.

Bora & Basistha (2021) investigated the effect of COVID-19 on the volatility of
the stock prices in the Indian stock market and further tries to record the changes in
return in the stock markets for the pre- COVID-19 era and during the COVID-19 era.
During the pre-COVID-19 era, positive return for both the markets (NSE and BSE) was
observed, while the returns for the COVID-19 period were negative and volatile.

Mishra et al.,, (2020) compared the impact of COVID 19 with that of

Demonetisation and GST and observed that During the COVID-19 phase, BSE Sensex
stock prices show negative growth but it was positive during the period of demonetisation
and GST.
Sinha et al., (2020) found that stock markets show downward trend from January to last
week of march and after that gradually start showing upward movement. In the banking
sector, all the banks except HDFC bank, the IT software sector, the power generation
sector, housing sector also shows negative CAR, whereas the FMCG sector has shown
positive impact.

Chaudhary et al., (2020) showed that during the crisis period, all the indices show
negative return as compared to the pre- crisis period. Only the healthcare sector showed
positive return during the crisis period. The banking sector index, capital goods index
and the realty sector index did the poorest performance.

Singh et al., (2020) studied the impact of pandemic on stock market of G-20
countries and reported that the period post- COVID-19 outbreak reported negative return
and also showed greater volatility. The stocks markets of the developing countries
experienced a greater negative impact as compared to developed countries. Alam et al.,
(2020) studied the behaviour of the Australian stock market during COVID 19 pandemic
and observed that the healthcare and pharmaceutical sector shows positive abnormal
returns before and after the event as the event has positive impact on the return of these
sectors.

Mishra & Mishra (2020) examined the behaviour of selected Asian countries
during the COVID 19 pandemic and the results indicated that the Coronavirus pandemic
has negative impact on all the selected stock markets. O'Donell et al., (2021) on analysing
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the stock markets of China, UK, USA, Spain, and Italy observed that the COVID-19
cases negatively impacted all the selected stock markets except that of China.

Zaremba et al., (2020) findings suggest that apart from the impact of the
pandemic, strict measures adopted by the government result in higher volatility in the
market. Among all the measures taken by government, campaigns with Coronavirus
related information and cancellation of all public events are the policies responsible high
volatility in the market Topcu & Gulal (2020) examined the behaviour of market indices
for 26 emerging economies and show that Covid-19 has negative impact on all the
emerging markets but the Asian markets have been most affected by the Coronavirus
outbreak.

The existing literature consists of several studies on the impact of COVID-19
outbreak on the stock markets in different parts of the world including India which
reveal that the COVID-19 outbreak had a negative impact on the stock markets. There
are a very few studies examining the impact of the outbreak on the different sectors of
the stock market, however, a dearth of studies depicting the reaction and also the
performance of different sectors with reference to the announcement of the lockdown has
been noticed. Thus, the present study has been under taken to understand the immediate
impact of the lockdown on the different sectors of the Indian stock market.

Objective of the Study
The present study is undertaken in order to analyse the impact of the official
announcement of the lockdown in India on different sectors of the stock market.

Research Methodology

Data Source: To study the impact of the lockdown announcement on the different
sectors of the economy, all the 19 sectors under the Bombay Stock Exchange (BSE) of
India are taken into consideration. The lockdown announcement was made on the 24th of
March, 2020 at 8 pm and thus 25th of March, 2020 is taken as the event date and defined
as t=0. The estimation period is from 4th July, 2019 to 31st December, 2019 i.e., 120
trading days (Peterson, 1989) and the event window considered here is 10 days prior to
the event and 10 days post event i.e., from 11th March, 2020 to 13th April, 2020. All the
data related to stock prices are collected from BSE India official website and BSE 500 is
chosen as the proxy of Indian market.

Table 1: Sectors of Bombay Stock Exchange

1. Basic Material 2. Healthcare

3. AUTO 4. Industrials

5. BANKEX 6. IT

7. CAPITAL GOODS 8. Telecom

9. CDG&S 10. Utility

11. Energy 12. Consumer Durables
13. FMCG 14. Metal

15. Power 16. Oil & Gas

17. Realty 18. Teck

19. Finance

Source: Author’s Calculation
Tools and Techniques: The present study is an empirical work which relies on the
event study methodology to analyse the impact of the lockdown announcement on the
sectoral indices of the Indian stock market. The event study methodology developed by
Fama (1969) is considered as one of the most popular and suitable method to study the
impact of an event on security returns for a period of time.
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Calculation of Return

To calculate the daily returns, a log return is used as it minimises the skewness and
maintain the normality of the data. The following formula is used to calculate the daily
stock returns-

LR Vs 1 T A o TR 1

Where Rjt is the return of the security 9’ on time ‘t’, Pj is the price of the security 5 on
time ‘t’ and Pjt11s the price of the security 4’ on time ‘t-1’.

Calculation of expected return

Using the OLS market model developed by Sharpe (1963), the expected returns are
calculated-

E(Rj) =aj+
ﬁij,t ................................................................................................................... 2
WhereE(R;,) 1s the expected return of security 4’ on time‘t’, Rm,t is the market return and
a, B are estimated through OLS in estimation period.

Calculation of abnormal returns

Now the abnormal returns are calculated using the following formula-

ARj,t = Rj,t - E(Rj,t) .................................................................................... 3

Where, ARj, ¢ is the abnormal return of security 4§’ on time ‘t’, Rj: is the return of the
security 9’ and E(Rj,) is the expected return of the security 7.

To check if the abnormal returns are statistically significant, the following t-test is
performed-

T-test=

ARGAISE et ettt ettt

Where, ARj, :is the abnormal return and S.E is the standard error of the security .
Calculation of average abnormal return

Now the Average abnormal returns (AAR) are calculated by cross-sectional aggregation of
the abnormal returns to understand the impact of the event on all the sectors-

AAR, = ~ BN AR} 5

Where, AAR: is the average abnormal return for the day ‘t’, AR;j is the abnormal return
and N is the number of securities.

To check if the average abnormal returns are statistically significant, the following t-test
is performed-

T-test= AAR: /

Where AAR is the average abnormal return for day ‘t’ and SE is the standard error of the
estimation period.

Calculation of cumulative average abnormal returns

In order to observe the impact of the event over multiple days, the cumulative average
abnormal returns are calculated using the following formula-

CAAR (1112) = D21 AAR  ccoiiiiiiiiiiiie e 7

Where, CAAR:1,:21s the cumulative average abnormal return for the period t1 to t2 and
AAR: is the average abnormal return calculated for the time ‘t’.

In this study, CAAR is calculated for seven-time windows- [-2,0], [-1,0], [0,1], [0,2], [- 1,1],
[-2,2] and [-10,10].

To check if the cumulative average abnormal returns are significant, the following t-test
is performed-

T = test ZCAAR (11, 62)SE ™ VEL, £2.eeeeeee et e e 8

Where CAAR 1, 2) 1s the cumulative average abnormal returns for the period t1 to t2 and
SE is the standard deviation of the average abnormal returns.
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Results and Discussion
Abnormal Returns of BSE sectoral indices
The abnormal returns show the impact of the announcement of the lockdown on the
individual sectors during the event window. From the table 2, it can be seen that on the
event day, the abnormal return of the basic material sector is negative and significant
which clearly indicates the negative impact of the announcement on the index.

Table 2: Abnormal Returns and T-statistic for the Sectoral Indices

Basic Material AUTO BANKEX CAPITAL
GOODS
Day | AR | T-Stat | AR | T-Stat| AR | T-Stat| AR | T-Stat
ED-10| -0.012 | -1.914 | -0.008 | -0.798| 0.004 | 0.567 | 0.007 | 0.930
ED-9| 0.015 | 2.325% | 0.052 | 5.416*| 0.024 | 3.694*| 0.030 | 4.096*
ED-8| -0.010 | -1.603 | -0.028 | -2.959*| -0.002 | -0.244| -0.011 | -1.464
ED-7| 0.025 | 3.847% | 0.056 | 5.881*| 0.017 | 2.524*| 0.032 | 4.422*
ED-6| 0.012 | 1.812 | 0.030 | 3.195%| -0.014 | -2.111*| 0.020 | 2.724*
ED-5| 0.026 | 3.973* | 0.086 | 3.785*| 0.007 | 0.994 | 0.033 | 4.555*
ED-4| -0.008 | -1.279 | -0.014 | -1.451| 0.017 | 2.597*| -0.022 | -2.979*
ED-3| -0.004 | -0.670 | -0.043 | -4.496*| -0.059 | -9.012*| -0.044 | -6.016*
ED-2| 0.029 | 4.474* | 0.071 | 7.501*| 0.011 | 1.672 | 0.023 | 3.148*
ED-1| -0.030 | -4.695* | -0.018 | -1.845| -0.015 | -2.276*| -0.033 | -4.488*
ED-0| -0.028 | -4.359* | -0.034 | -3.582*| 0.005 | 0.792 | -0.016 | -2.169*
ED+1| -0.028 | -4.251* | -0.047 | -4.977%| 0.002 | 0.314 | 0.013 | 1.744
ED+2| -0.003 | -0.539 | -0.018 | -1.881| 0.015 | 2.242*| 0.003 | 0.473

ED+3| 0.022 3.469* 0.000 0.001 -0.010 | -1.463 0.016 2.190*
ED+4| 0.001 0.085 -0.042 | -4.438*| -0.030 | -4.633*%| -0.032 | -4.349*
ED+5| 0.019 2.940* 0.037 3.905*% | -0.007 | -1.040 0.019 2.588*
ED+6| 0.000 -0.047 0.000 -0.028 | -0.029 | -4.384*%| 0.018 2.416%
ED+7| -0.020 | -3.110* | -0.026 | -2.733*| -0.005 | -0.692| -0.067 | -9.160%
ED+8| -0.003 -0.408 0.017 1.761 -0.010 | -1.556 0.010 1.358
ED+9| -0.006 -0.902 0.038 4.024* | 0.000 0.009 -0.032 | -4.392*
ED+10[ 0.030 4.637* -0.006 -0.611| -0.006 | -0.927 0.052 7.054*
Source: Author’s calculation *Significant at 5% level (£1.96)

Moreover, in the pre-announcement event window, day ED-1 shows significant
negative abnormal return indicating leakage of some information and its early impact on
the index. Significant negative abnormal returns are also observed on days ED+1 and
ED+7, thus it shows that the announcement of the lockdown had negative impact on
investors’ behaviour. The negative performance may be due to the reason that the
lockdown will result in disruption of the economic activities in the sector. Some positive
abnormal returns are observed on days ED+7 and ED+10 along with negative abnormal
returns which show the presence of volatility in the market.

In the auto sector, the announcement results in significant negative abnormal
return on the event day which continues to the post-announcement window as is evident
from the negative returns on days ED+1, ED+4 and ED+7. The negative performance is
because of the disruption in the value chain of major industries in India and also due to
the decline in demand for passenger vehicles due to COVID-19. In the pre-announcement
window, significant negative abnormal returns on days ED-3 and ED-8 and positive
abnormal returns on days ED-9, ED-7, ED-6 indicate the presence of a certain level of
volatility due to COVID-19 related uncertainties.
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Table 3: Abnormal Returns and T-statistic for the Sectoral Indices

CDG&S Energy FMCG Finance
Day AR T-Stat AR T-Stat AR T-Stat AR T-Stat
ED-10 | -0.004 -0.846 0.021 1.778 0.003 0.547 0.005 0.960
ED-9 | 0.027 5.548* -0.019] -1.568 | -0.009] -1.664 0.020 3.781*
ED-8 | -0.031 | -6.430* 0.014 1.186 -0.021] -3.879* 0.010 1.857
ED-7 | 0.024 4.907* -0.014| -1.182 | -0.005] -0.863 0.010 1.844
ED-6 | 0.015 3.002* 0.013 1.133 0.029| 5.237* -0.016 | -3.034%*
ED-5 | 0.009 1.850 0.013 1.060 0.009 1.646 -0.006 -1.190
ED-4 | -0.011 | -2.186* -0.033| -2.794* | 0.012] 2.181* 0.014 2.667*
ED-3 | -0.017 | -3.425* 0.051 4.270* | 0.040| 7.273* -0.040 | -7.642*
ED-2 | 0.023 4.808* -0.023| -1.914 | -0.009] -1.699 0.006 1.122
ED-1 | -0.016 | -3.231* 0.024 2.020* | 0.016] 2.903* -0.019 | -3.649*
ED-0 | -0.019 | -3.912* 0.051 4.267* | -0.020{ -3.564* 0.011 2.170*
ED+1 | -0.020 | -4.230% -0.034| -2.888* | 0.025| 4.540* 0.006 1.138
ED+2 | -0.004 -0.813 -0.003| -0.268 0.000 -0.013 0.004 0.811
ED+3 | 0.008 1.698 0.004 0.319 0.033| 5.978* -0.025 | -4.765*
ED+4 | -0.022 | -4.599* 0.046 3.827* | 0.030| 5.507* -0.021 | -4.020*
ED+5 | 0.020 4.167* 0.001 0.049 -0.011]  -1.913 0.006 1.070
ED+6 | -0.004 -0.808 0.018 1.491 0.022] 4.048* -0.020 | -3.776*
ED+7 | -0.019 | -3.946% 0.032 2.719* | 0.025| 4.460* -0.021 | -3.962*
ED+8 | 0.002 0.361 -0.010] -0.819 0.002 0.431 -0.003 -0.598
ED+9 | 0.015 3.010* -0.009] -0.744 | -0.024| -4.386* 0.006 1.190
ED+10 | -0.011 | -2.226* -0.010] -0.833 | -0.008] -1.409 -0.013 | -2.485*

Source: Author’s calculation *Significant at 5% level (£1.96)

On the event day, the abnormal return of the bankex index is positive but
statistically insignificant. However, on days ED+4 and ED+6, significant negative
abnormal returns is observed which can be due to the reason that COVID-19-induced
lockdown may adversely impact the asset quality and future income of the banks. In the
pre-announcement event window, initially there is positive abnormal return on days ED-
9, Ed-7 and ED-6 but on days ED-1, ED-3 and ED-6 significant negative abnormal
returns are observed. This again indicates that the market anticipated the event and was
volatile.

The impact of the announcement on the capital goods sector is negative which is
evident from the significant negative abnormal return on the event day. The negative
performance may be because covid-19-induced lockdown will disrupt the normal
functioning of the units and add to the working capital stress. Moreover, negative
abnormal returns are observed on days ED-4, ED-3 and ED-1 in the pre-announcement
time window indicating early reaction in the market due to leakage of some information
related to the event.

The CDG&S sector yields significant negative abnormal return on the event day
and it continues on days ED+1, ED+4, ED+7 and ED+10. This is possibly because the
pandemic has disrupted supply chains and led to reduction in consumer demands.
However, for a very few days in the post-announcement period, positive abnormal return
is observed on days ED+5 and ED+9. In the pre-announcement window, on days ED-1,
ED-3, ED-4 and ED-8 negative abnormal return is observed whereas positive abnormal
return is observed on days ED-2, ED-6, ED-7 and ED-9 indicating volatility in the
market.

On the event day, significant positive abnormal return is observed in the energy
sector; however, on day ED+1, negative abnormal return can be noticed which 1s possibly
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because the lockdown will result in a sharp fall in the demand for energy negatively
impacting the sector. In the pre-announcement window, the abnormal returns are
positive and significant on days ED-1 and ED-3.

In case of the FMCG sector, significant negative abnormal return is observed on
the event day, however, the abnormal returns are positive on days ED+1, ED+3, ED+4,
ED+6 and ED+7 which is possibly because in the initial stages of the lockdown there was
high demand for such goods as people resorted to panic buying & hoarding. Negative
return was observed only on day ED+9. Even in the pre-announcement window, the
abnormal returns are mostly positive on days ED-6, ED-4, ED-3 and ED-1; return is

negative only on day ED-8.

Table 4: Abnormal Returns and T-statistic for the Sectoral Indices

Healthcare Industrials IT Telecom
Day AR T-Stat AR T-Stat AR T-stat AR T-stat
ED-10| -0.011 -1.564 -0.002 | -0.479 | -0.015 -1.211 0.008| 0.373
ED-9| -0.033 -4.812* 0.019 | 3.702* | -0.074 -5.951* | 0.022| 1.050
ED-8| 0.013 1.937 -0.017 | -3.258* | 0.008 0.651 0.032] 1.539
ED-7| 0.006 0.835 0.026 | 5.012* | -0.070 -5.566* | 0.003| 0.133
ED-6| 0.014 2.005* 0.018 | 3.479* | -0.026 -2.101* |-0.016 -0.784
ED-5| -0.013 -1.920 0.027 | 5.257* | -0.019 -1.525 |-0.051 | -2.480%
ED-4 | 0.000 0.052 -0.017 | -3.312* | -0.010 -0.815 0.042| 2.051%
ED-3| 0.018 2.682* -0.042 | -8.253* | 0.072 5.765% 0.007| 0.318
ED-2 | 0.000 0.014 0.030 | 5.982* | -0.075 -5.985* | 0.002| 0.100
ED-1| 0.010 1.494 -0.022 | -4.320* | 0.064 5.117* }0.021 -1.012
ED -0| -0.020 -2.908* -0.027 | -5.399* | 0.017 1.391 0.007| 0.321
ED+1| -0.012 -1.828 -0.003 | -0.557 0.031 2.451* 0.056| 2.711%
ED+2| 0.004 0.584 0.004 0.700 0.003 0.209 |-0.051 | -2.456*
ED+3| 0.033 4.848* 0.019 | 3.815* | -0.019 -1.545 |-0.009 -0.430
ED+4| 0.011 1.610 -0.019 | -3.723* | 0.024 1.894 |-0.006 -0.308
ED+5| 0.006 0.889 0.018 | 3.560* | -0.052 -4,148* |-0.013 -0.618
ED+6| 0.047 6.873* 0.012 | 2.401* | -0.026 -2.060* | 0.023| 1.119
ED+7| 0.039 5.720* -0.063 |-12.331*%| 0.065 5.160* 0.023| 1.115
ED+8| 0.037 5.402* 0.014 | 2.773* | -0.015 -1.174 |-0.012 -0.571
ED+9| 0.013 1.932 -0.016 | -3.224* | 0.012 0.929 0.021 1.030
ED+10, 0.021 3.176* 0.039 | 7.594* | -0.005 -0.429 0.056| 2.713*

Source: Author’s calculation *Significant at 5% level (+1.96)

In the finance sector the abnormal returns are positive and significant on the
event day, however the returns are negative on days ED+3, ED+4, ED+6, ED+7 and
ED+10 indicating negative impact of the lockdown announcement on the index and no
significant positive return can be observed in this period. This is possibly due to the
reason that the normal operation of the companies in the financial sector will be
adversely impacted due to the lockdown. In the pre-announcement period, negative
abnormal returns are noticed on days ED-1, ED-3 and ED-6 and positive returns on days
ED-9 and ED-4 are present representing the volatility in the market in this time period.

The healthcare sector experiences significant negative abnormal return on the
day of the announcement but positive abnormal return is observed on days ED+3, ED+6,
ED+7, ED+8 and ED+10 which is probably because of the positive impact of the lockdown
by curbing the spread of the virus and also because the pandemic led to increase in
demand for medical supplies and equipments will have positive impact on the index.

The industrial sector experiences significant negative abnormal return on the
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event day and on the days ED-1, ED-3, ED-4 and ED-8 which continues to the post-
announcement period as evident from the negative abnormal returns on days ED+3,
ED+4, ED+7 and ED+9. This is possibly because the lockdown will cause disruption in

normal functioning of the units resulting in heavy losses. Positive abnormal return is
noticed on days ED-9, ED-7, ED-6, ED+8 and ED+10.

Table 5: Abnormal Returns and T-statistic for the Sectoral Indices

Utility Consumer Metal 0Oil & Gas
Durables
Days AR T-stat AR T-stat AR T-stat AR T-stat
ED-10| -0.009 -1.184 -0.008 -0.714 -0.014 -1.056 -0.018 | -2.044*
ED-9 | -0.036 -4.5631* 0.005 0.460 0.031 2.311* -0.012 | -1.414
ED-8 | 0.014 1.753 -0.020 -1.719 0.008 0.621 0.020 | 2.245*
ED-7 | -0.023 -2.860* 0.002 0.144 0.012 0.900 0.021 | 2.401*
ED-6 | 0.001 0.141 0.005 0.409 0.024 1.799 0.013 | 1.540
ED-5 | -0.040 -5.123* -0.003 -0.232 0.057 4.315* 0.025 | 2.916*
ED-4 | 0.004 0.510 -0.017 -1.452 -0.029 -2.172* | -0.015| -1.693
ED-3 | 0.033 4.159* -0.031 -2.664* 0.000 0.019 0.032 | 3.705%
ED-2 | 0.010 1.216 -0.005 | -0.458 | 0.078 | 5.868* | 0.013 | 1.482

ED-1 | -0.011 -1.380 -0.016 -1.342 -0.023 -1.716 -0.018 | -2.103*
ED-0| -0.009 -1.165 0.012 1.008 -0.056 -4.219* | -0.022 | -2.549*

ED+1| 0.002 0.233 -0.001 -0.061 -0.063 -4.750* | -0.026 | -2.972*
ED+2 | 0.002 0.261 0.006 0.550 0.011 0.827 -0.011 | -1.268
ED+3 | 0.009 1.104 0.009 0.791 0.021 1.577 0.025 | 2.823*
ED+4| 0.015 1.906 -0.014 -1.157 0.001 0.069 0.047 | 5.394*

ED+5| 0.002 0.236 0.024 2.020* 0.029 2.160* 0.014 1.625
ED+6 | 0.020 2.591* -0.008 -0.718 0.007 0.518 0.040 | 4.617*

ED+7| -0.007 -0.869 -0.013 -1.081 -0.032 -2.414* | -0.008 | -0.866
ED+8| 0.018 2.239* -0.016 -1.334 -0.010 -0.732 0.003 | 0.296
ED+9 | 0.007 0.870 0.036 3.109* -0.006 -0.425 -0.012 | -1.407
ED+10| 0.005 0.614 -0.028 | -2.385* 0.038 2.860* -0.003 | -0.299

Source: Author’s calculation, *Significant at 5% level (+1.96)

On the event day, the IT sector yields positive but insignificant abnormal return.
Significant positive abnormal returns on days ED-1, ED-3 and negative on days ED-2,
ED-6, ED-7, ED- 9 indicate volatility and leakage of some information. However, in the
post-announcement window, positive return is seen on days ED+1 and ED+7, and
negative returns on days ED+5, ED+6.

Similarly, even in the telecom sector the return on the event day is positive but
insignificant. The analysis also shows significant negative abnormal return on days ED-5
and ED+2.

However, in case of utility sector, the abnormal return on the event date is
negative but insignificant. Also, no significant negative return can be seen in the post
announcement period but significant positive abnormal return is observed on days ED+6
and ED+8 as there is no decline in demand for basic necessities like water etc. due to the
pandemic.

The data analysis also brings to our notice that the consumer durables sector
experienced insignificant positive abnormal return on the event date. However, on ED-3,
negative abnormal return is seen and there has been no significant positive abnormal
return in this period. These negative returns can be because of leakage of information.

Negative and statistically significant abnormal return is observed on the event
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date in the metal sector. This indicates negative reaction of the index. Moreover,
significant volatility can be noticed as the abnormal returns in the post-announcement

period are positive on days ED+5 and ED+10 but negative on days ED+1 and ED+7.

Table 6: Abnormal Returns and T-statistic for the sectoral indices

Power Realty Teck
Days AR T-stat AR T-stat AR T-stat
ED-10 0.002 0.186 -0.019 -1.681 -0.010 -0.884
ED-9 -0.030 -3.602* 0.007 0.641 -0.061 -5.257*
ED-8 0.009 1.101 -0.017 -1.448 0.012 1.069
ED-7 -0.018 -2.180* 0.005 0.428 -0.058 -5.059*
ED-6 0.011 1.346 0.002 0.187 -0.027 -2.375%
ED-5 -0.030 -3.595% 0.006 0.539 -0.021 -1.820
ED-4 0.009 1.111 0.009 0.799 -0.002 -0.162
ED-3 0.015 1.795 -0.034 -3.024* 0.063 5.489*
ED-2 0.012 1.469 0.058 5.088* -0.065 -5.624*
ED-1 -0.009 -1.050 -0.045 -3.989* 0.051 4.442*%
ED -0 -0.015 -1.861 -0.041 -3.619* 0.016 1.384
ED+1 0.002 0.263 0.005 0.418 0.035 3.058*
ED+2 0.006 0.725 -0.003 -0.283 -0.007 -0.574
ED+3 0.009 1.117 -0.028 -2.489* -0.018 -1.592
ED+4 0.002 0.245 -0.024 -2.103* 0.019 1.636
ED+5 -0.005 -0.644 0.019 1.635 -0.048 -4.154*
ED+6 0.008 0.930 0.022 1.954 -0.018 -1.549
ED+7 -0.018 -2.169* -0.032 -2.825* 0.061 5.276*
ED+8 0.016 1.910 -0.018 -1.600 -0.014 -1.217
ED+9 0.003 0.362 -0.015 -1.322 0.014 1.206
ED+10 0.009 1.082 -0.037 -3.226% 0.003 0.299

Source: Author’s calculation *Significant at 5% level (+1.96)

Similar negative abnormal return on the event date is observed in the oil & gas
sector, where the return is negative on the day ED-1 and continues to be so on the day
ED+1 representing the immediate negative reaction to the announcement. This is
because of the decline in the price of oil due to oversupply and also demand contraction
due to pandemic.

The power sector also reacts negatively on the event day and significant negative
returns are observed in both pre and post-announcement period. This is possibly due to
the decline in demand for power as a result of closed businesses and industries.

Even the realty sector shows similar impact with significant negative return on

the event day and also on days ED-1, ED-3, ED+3, ED+4, ED+7 and ED+10. The reason
can be that during the lockdown there were no transactions in the realty sector.
However, a positive but statistically insignificant return is observed in the teck sector on
the event day. In the pre-announcement period, there has been negative abnormal
returns on days ED-2, ED-6, ED-7 and ED-7 indicating leakage of information and early
reaction of investors’ due to anticipation of the event. Again, on day ED+5, negative
abnormal return is present which is may be because due to the implementation of the
lockdown the companies had to be closed for a particular time period.

Conclusion

In the present study the impact of the lockdown announcement on the sectoral
indices of BSE have been studied using event study methodology. In the present study,
the lockdown announcement has been considered as the event and 25th of March, 2020 is
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taken as the event date. Estimation period of 120 trading days and an event window of 21
days i.e. 10 days prior to the event and 10 days post event has been considered.

The study shows the instant reaction and the short-term fluctuations experienced
in the market due to the official announcement of the lockdown. The results reveal that
the sectors like Auto, Basic materials, CD&S, Realty, Power show negative abnormal
returns after the announcement of the lockdown. However, some sectors like Healthcare,
FMCG, and Telecom show positive abnormal returns in the period post announcement.
The healthcare sector experiences positive returns as a strong rise in demand for medical
supplies and medical equipments is experienced due to the pandemic whereas due to
panic among consumers, hoarding of consumer goods have resulted in significant returns
for the FMCG sector. Similarly, greater dependence on telecommunications for distance
learning and remote working has resulted in positive returns for the telecom sector. But
certain other sectors like CD&S, Bankex, Financial services and Industrials experience
negative returns post announcement as the consumers postpone their consumption of
non-essential goods, the companies providing banking & financial services face several
challenges due to deterioration of asset quality & uncertainty related to future income
and most of the industries suffer due to the unavailability of working capital and
inability of completing orders on time.
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