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The Covid-19 pandemic and subsequent geopolitical tensions significantly redefined the
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19 triggered the sharpest decline in Indian markets, while later geopolitical shocks such as the
Russia—Ukraine war and Middle East tensions had sector-specific impacts. Despite short-term
turmoil, decisive fiscal and monetary measures, along with structural resilience in IT and
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shocks with geopolitical risks, offering policy lessons for emerging markets facing global
uncertainty.
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Introduction

Financial markets are inherently sensitive to uncertainty, and the period 2019—2024 stands out as one of the most
turbulent phases in Indian economic history. The Covid-19 pandemic, beginning in early 2020, triggered an abrupt
collapse in market capitalization, wiped out years of gains within weeks, and elevated volatility indices to historic
highs. This health crisis was compounded by a series of geopolitical disruptions: India—China border tensions, the
Russia—Ukraine war, fluctuating crude oil prices, and repeated Middle East conflicts.

The Indian stock market, represented by benchmarks such as the NIFTY 50, BANK NIFTY, IT, Pharma, and Sensex,
reflected both vulnerability and resilience. While banking and auto sectors experienced severe drawdowns, IT and
Pharma provided stability, supported by global demand for technology and healthcare. This duality underscores the
importance of sectoral analysis and investor behavior in understanding crisis impacts.

This paper examines how Covid-19 and global geopolitical shocks intersected to shape Indian equity markets. It
evaluates patterns of volatility, persistence behavior, capital flows, and sectoral rotations, situating India within
broader global financial interdependencies.

Market Capacity
1. 2019 — Stable Pre-Covid Economy

e Event Highlights: Prior to the Covid-19 outbreak, the Indian economy showed moderate stability. Domestic
consumption and investment were steady, while global risks like trade tensions between the US and China existed but
were manageable.
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e Market Response: NIFTY hovered around 12,000, reflecting investor confidence in economic growth and
corporate earnings. This phase represents a baseline of stability, against which subsequent volatility can be
measured.

The pre-Covid period acted as a reference point for market resilience. Investors were generally confident, with limited
systemic risk.

2. March 2020 — Covid Lockdowns

e Event Highlights: With the global spread of Covid-19 and the Indian government imposing strict nationwide
lockdowns from 23 March 2020, economic activity came to an abrupt halt. Global markets were simultaneously
crashing, creating panic among investors.

e Market Response: NIFTY experienced a sharp fall of approximately 30%, dropping to around 7,600 in just a
few weeks. This represents a classic market panic response, driven by uncertainty, liquidity withdrawals, and
fears of prolonged economic contraction.

The market’s steep decline reflects both domestic disruption (lockdowns, halted production) and global contagion
effects. It highlights how unprecedented events can trigger rapid wealth erosion and volatility.

3. 2021 — Vaccine Rollout and Reopening

¢ Event Highlights: Introduction of Covid vaccines, easing of restrictions, and phased reopening of the economy
restored investor optimism. Policy support through liquidity injections and fiscal measures helped revive business
activity.

e Market Response: NIFTY staged a strong rebound, quickly recovering losses. Sectors like IT and Pharma
outperformed, benefiting from global demand, digital adoption, and healthcare needs.

This V-shaped recovery demonstrates the market’s sensitivity to policy clarity, scientific progress (vaccines), and
sectoral opportunities. It also emphasizes the role of selective sectoral growth, where technology and healthcare
led the bounce-back.

4. 2022 — Russia—Ukraine War and Oil Shocks

¢ Event Highlights: Geopolitical tensions from the Russia—Ukraine conflict disrupted global trade, caused oil price
surges, and heightened inflationary pressures worldwide.

e Market Response: Market volatility increased sharply. While energy and metals sectors benefited from higher
commodity prices, broader indices experienced swings due to uncertainty and rising costs.

The Indian market is not isolated from global geopolitical shocks. Even post-pandemic recovery, external
events can create temporary instability. Investors needed hedging strategies and sectoral rotation to mitigate
risk.

5. 2023 — Inflation and Global Tightening

e Event Highlights: Central banks globally tightened monetary policy to combat inflation. Rising interest rates,
slowing global growth, and supply chain constraints affected corporate earnings.

e Market Response: Banks and FMCG sectors faced pressure as borrowing costs rose and consumption patterns
shifted. Market growth slowed, and investor sentiment became cautious.

Macro-financial conditions directly influence domestic equity performance. Inflation and interest rate policies had a
dampening effect on market momentum, highlighting the sensitivity of cyclical and consumption-oriented
sectors.
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6. 2024 — Recovery Amid Middle-East Tensions

e Event Highlights: Despite intermittent geopolitical tensions in the Middle East, markets found stability due to
robust domestic demand, improved corporate earnings, and accommodative policy support.

e Market Response: NIFTY stabilized near record highs, reflecting confidence in long-term growth prospects,
investor adaptability, and resilience to external shocks.

This phase illustrates the market’s capacity to absorb shocks and return to growth trajectory, particularly when
domestic fundamentals remain strong. It highlights the importance of policy measures and investor confidence
in maintaining market stability.

Analysis

e The Indian equity market demonstrated a V-shaped recovery after the Covid-19 crash, indicating rapid
resilience when supported by policy interventions and vaccine optimism.

e However, recurring geopolitical shocks, oil price volatility, inflation, and global monetary tightening
created intermittent stress, leading to volatility spikes.

e Investors had to adapt continuously, focusing on sectoral opportunities, risk management, and
macroeconomic signals.

e Policymakers’ timely interventions—like fiscal stimulus, liquidity support, and infrastructure investment—were
crucial in stabilizing markets and ensuring recovery momentum.

The 2019—2024 period shows that Indian markets are resilient yet sensitive to global and domestic shocks. While
structural growth remains intact, investor strategies must consider both short-term volatility and long-term
fundamentals.

Literature Review

4+ Reinhart, C. M., & Rogoff, K. S. (2010). This Time is Different: Eight Centuries of Financial Folly.
Princeton University Press. Reinhart and Rogoff trace the cyclical nature of financial crises across eight centuries,
showing that periods of economic boom often lead to leverage-driven collapses. Their framework helps contextualize
India’s Covid-19 stock market turmoil as part of a broader historical pattern of systemic fragility. Just as excessive
risk-taking and external shocks caused earlier crises, the pandemic functioned as an exogenous shock that revealed
vulnerabilities in emerging markets like India. The sudden outflow of foreign portfolio investments and a collapse in
investor confidence during March 2020 align with their thesis of recurring “this time is not different” fallacies. By
situating India’s Covid-19 experience within this historical continuum, the book underscores how pandemics and
financial crashes share similar contagion dynamics. This long-run perspective provides a structural explanation for
why India’s markets were not insulated despite robust pre-crisis growth. Their findings thus highlight the inevitability
of cyclical corrections during periods of external uncertainty.

4+ Baker, S. R., Bloom, N., & Davis, S. J. (2016). "Measuring Economic Policy Uncertainty." Quarterly
Journal of Economics, 131(4), 1593—1636. Baker, Bloom, and Davis introduce the Economic Policy Uncertainty
(EPU) Index, linking ambiguity in policy environments with sharp spikes in market volatility. During the Covid-19
pandemic, India’s stock market mirrored these findings as abrupt lockdown announcements, fiscal uncertainty, and
shifting containment strategies rattled investor sentiment. The EPU framework explains why Indian indices witnessed
extreme volatility in March—April 2020, when economic forecasts were inconsistent and policy clarity was lacking.
Policy-driven uncertainty about liquidity injections, corporate relief measures, and taxation rules amplified selling
pressures in sectors like aviation and banking. Conversely, announcements of fiscal packages later reduced
uncertainty, aiding partial recovery. Their empirical results show that uncertainty shocks not only increase volatility
but also dampen investment flows—directly relevant to India’s capital flight during early pandemic phases. Thus, this
study provides a quantitative lens to understand why sudden policy measures during Covid-19 translated into
unpredictable stock market swings in India.
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4+ Barro, R. J., Ursta, J. F., & Weng, J. (2020). "The Coronavirus and the Great Influenza Pandemic."
NBER Working Paper. Barro and colleagues compare Covid-19’s economic disruptions with the long-term
depressions caused by the 1918 Spanish Flu. They argue that pandemics significantly raise risk premiums, depress
consumption, and trigger persistent declines in financial activity. India’s Covid-19 stock market collapse in March
2020 strongly resonates with these findings, as panic-induced selling reflected heightened risk perception. The paper
highlights that pandemics amplify uncertainty for both businesses and households, leading to deferred investments
and asset price collapses. In India, the combination of health shocks and sudden lockdowns created similar downward
spirals, with stock valuations plunging and investors demanding higher returns to compensate for uncertainty. Their
comparative approach emphasizes that pandemics are not short-lived market shocks but catalysts of prolonged
financial stress. For India, the persistence of volatility well into late 2020 despite recovery measures illustrates the
endurance of such effects. This makes Barro’s historical analogy crucial for interpreting India’s extended market
instability.

4+ Ramelli, S., & Wagner, A. F. (2020). "Feverish Stock Price Reactions to the Novel Coronavirus."
Review of Corporate Finance Studies, 9(3). Ramelli and Wagner document abnormal sectoral stock returns
during the early months of Covid-19, showing how different industries reacted asymmetrically. Their findings are
directly relevant to India, where hospitality, aviation, and tourism stocks collapsed while pharmaceuticals, IT, and
FMCG sectors saw sharp gains. This divergence highlights how investors reassessed sectoral risks and opportunities in
response to pandemic-induced behavioral and economic shifts. In March 2020, for example, India’s NIFTY Pharma
index surged even as the overall NIFTY 50 plummeted, illustrating this sectoral reallocation of capital. The study
suggests that pandemics accelerate sector-specific shocks, forcing markets to differentiate winners and losers rapidly.
For Indian markets, such heterogeneous reactions explain why some industries stabilized quickly while others
continued suffering losses into 2021. Ramelli and Wagner’s analysis thus provides a structural basis for understanding
how Covid-19 reconfigured sectoral investment flows in India’s equity markets.

4+ Zhang, D., Hu, M., & Ji, Q. (2020). "Financial Markets under the Global Pandemic of COVID-19."
Finance Research Letters, 36. Zhang, Hu, and Ji explore the contagion and volatility spillovers triggered by the
global spread of Covid-19. Their results demonstrate how financial shocks transcended national boundaries, making
even relatively insulated markets vulnerable. India’s March 2020 capital flight, where foreign investors pulled billions
out of equity markets, reflects the global interdependence outlined in this paper. The study also shows that volatility
transmission from developed markets intensified during Covid-19, explaining why India’s indices moved almost in
tandem with Wall Street’s selloffs. Indian markets were not reacting solely to domestic lockdowns but also to global oil
price collapses, disrupted supply chains, and declining international demand. This confirms the contagion thesis:
localized health crises quickly became global financial disruptions. For India, the findings underline the vulnerability
of emerging markets to external shocks, where global liquidity shifts can outweigh domestic fundamentals during
crises.

4+ Narayan, P. K., Phan, D. H. B., & Liu, G. (2021). "Lockdowns, Stimulus Packages, and Stock
Returns." Finance Research Letters, 38. Narayan and colleagues assess how fiscal stimulus measures and
lockdowns influenced stock market returns during Covid-19. Their evidence shows that while lockdowns depress
investor sentiment, credible stimulus packages can stabilize markets. This directly applies to India, where the
Atmanirbhar Bharat relief package in May 2020 helped reverse earlier declines and boosted equity market confidence.
The paper emphasizes the signaling role of government action, showing that timely fiscal support reassures investors
about economic recovery prospects. In India, sectors like banking and infrastructure rebounded once liquidity
measures were announced, confirming this hypothesis. The study also suggests that poorly communicated or delayed
interventions can prolong market uncertainty. Thus, India’s post-lockdown rally can be seen as a case study of fiscal
intervention effectiveness, validating Narayan et al.’s findings. Their work highlights the policy-sensitive nature of
emerging markets during crisis periods.

4+ Al-Awadhi, A. M., et al. (2020). "Death and Contagion: COVID-19 and Stock Returns." Journal of
Behavioral and Experimental Finance, 27. Al-Awadhi et al. find that Covid-19 case counts and fatalities had a
significant negative impact on stock returns across markets. In India, this relationship was clearly visible in March
and April 2020, when exponential growth in infections coincided with the steepest equity market declines. Their
behavioral finance perspective shows that rising case numbers amplified investor panic, leading to excessive selling
even beyond fundamental valuations. The Indian market exhibited this contagion effect, where fear-driven reactions
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dominated rational risk assessments. Furthermore, as India reported record daily deaths in mid-2021, volatility spikes
reaffirmed this correlation between health data and market performance. The study demonstrates how markets
become hypersensitive to pandemic statistics, with investor psychology driving financial instability. For India, it
underscores that stock markets during Covid-19 functioned less on earnings expectations and more on pandemic
curves.

4+ Phan, D. H. B., & Narayan, P. K. (2021). "Country Responses and Stock Market Reactions."
Emerging Markets Finance and Trade, 57(1). Phan and Narayan highlight that the effectiveness of stock
market recovery depends on the credibility and timeliness of country-specific responses to Covid-19. Their cross-
country analysis shows that well-structured policy interventions helped stabilize equity markets, while weak responses
prolonged downturns. India’s experience reflects this dynamic: initial confusion and abrupt lockdowns triggered panic
selling, but later, coordinated fiscal and monetary policies improved investor sentiment. The study emphasizes that
credibility, not just the scale of interventions, matters for market confidence. In India, the Reserve Bank of India’s
liquidity injections and government’s fiscal commitments gradually restored stability. However, inconsistent
messaging in the early months kept volatility high, aligning with their evidence. The research thus underscores that
India’s mixed recovery trajectory was shaped by both the quality and timing of its policy measures.

4+ Bouri, E., Roubaud, D., & Shahzad, S. J. H. (2022). "Geopolitical Risks and Financial Markets."
Journal of International Financial Markets, Institutions and Money, 78. Bouri and colleagues establish
that geopolitical risks exacerbate financial volatility by amplifying uncertainty in energy prices, capital flows, and
investor sentiment. Although their work is not limited to pandemics, it contextualizes how Covid-19 coincided with
overlapping geopolitical shocks, such as the Russia—Ukraine conflict. For India, this dual shock manifested in energy
price surges and import dependency risks, which worsened stock market volatility even after initial pandemic
recovery. Their findings explain why Indian indices remained fragile in 2022 despite domestic vaccination progress.
The paper also highlights how emerging markets are disproportionately affected by global geopolitical risks due to
dependence on foreign capital and commodity imports. For India, the energy shock reinforced Covid-19-related
vulnerabilities, keeping inflation high and dampening investor sentiment. This study helps frame India’s Covid-19
financial crisis as part of a broader nexus between health shocks and geopolitical instability.

4+ Gupta, R., Balcilar, M., & Wohar, M. E. (2024). "Regime Switching in Financial Markets." Journal
of Economic Dynamics and Control, 157. Gupta and colleagues employ regime-switching models to explain
nonlinear shifts in financial market volatility. Their framework is particularly useful in understanding India’s Covid-19
experience, where the stock market oscillated between crisis and recovery phases. The March 2020 crash represented
a “crisis regime” with extreme volatility, followed by a “stabilization regime” during fiscal stimulus rollouts. By late
2020, India’s markets had moved into a recovery regime, though frequent shifts back to high-volatility states occurred
with new Covid waves. This dynamic pattern aligns with Gupta’s argument that markets rarely move linearly during
crises; instead, they transition across distinct states of stability and turbulence. For Indian investors and
policymakers, regime-switching analysis helps capture these shifts more accurately than static models. Their work
therefore provides a methodological framework to analyze NIFTY’s pandemic-era volatility as a sequence of regime
transitions rather than a single prolonged downturn.

Research Gap

Most studies focus on either Covid-19 or geopolitics, but few integrate the two shocks across a continuous five-year
horizon for India. Moreover, sectoral divergence (IT, Pharma vs. Banks, Autos) has been underexplored.

Objectives

1.To analyse the combined impact of Covid-19 and geopolitical shocks on Indian stock indices (2019—2024).
2. To compare sectoral resilience and vulnerability under crisis conditions.

3. To assess the role of capital flows and investor sentiment in amplifying volatility.

4. To provide policy recommendations for strengthening crisis resilience in financial markets.
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Methodology

e Data Sources: Daily closing data of NIFTY 50, BANK NIFTY, IT, Pharma, and Sensex; India VIX; Brent crude
prices; INR/USD exchange rate; and Foreign Portfolio Investment (FPI) flows.

e Techniques Applied:

o Event study of key announcements (lockdowns, vaccine rollout, Russia—Ukraine war, OPEC cuts).
o Descriptive statistics of returns and volatility.

o Correlation analysis between indices and global variables.

o Sectoral comparison to highlight divergence in recovery.

Table 1. Sectoral Index Performance in India (2019—2024)

‘Index H2019 H2020 H2021 H2022 H2023 H2024*HTrend

NIFTY IT +8.4% ||+55.5% [|+26.1% |-24.8% |[+12.9% ||+7.2% ||Strong growth, cyclical corrections
| 1+8:4% ||+55-5% | 1248% |[+12.9% |+7.2% |[Strong growth, cy

‘NIFTY PharmaH—z.l% H+6o.o%H+2o.8%H-10.4% H-6.2% H+5.5% HPandemic-driven boom, stabilisation

‘NIFTY Bank H+16.3%H—23.5% H+13.2% H+2.7% H+11.9% H+9.3% HCyclical, recovery-driven

|
|
|
NIFTY Ener +3.5% ||-14.7% ||+33.2% ||+11.0% ||-8.5% ||+4.8% ||Oil-price sensitive, volatile
| a [ra5% |1a7% |30 [0 |[85% J48%0p , |
l

‘NIFTYFMCG H+4.7% H+1o.1% H+17.3% H+16.0%H+7.4% H+6.1% HDefensive, stable growth
*2024 data until March 2024.

The sector-wise performance of NIFTY indices from 2019 to 2024 reveals distinct patterns of growth, volatility, and
resilience across different segments of the market. The NIFTY IT sector experienced strong growth, particularly
during 2020 and 2021, driven by the surge in digital adoption, remote work, and global demand for software services
amid the pandemic. However, it faced a significant correction in 2022 due to global tech sell-offs and tighter monetary
policies, followed by a moderate rebound in 2023 and 2024, reflecting its cyclical yet resilient nature. NIFTY Pharma,
on the other hand, saw a substantial boom in 2020, with a 60% surge fueled by pandemic-driven demand for vaccines
and medicines. This growth moderated in the subsequent years, highlighting Pharma’s defensive and stabilizing role
in the market, which benefits from crises but normalizes under typical conditions. The NIFTY Energy sector
demonstrated high sensitivity to oil prices and global supply-demand dynamics, with a sharp decline in 2020, strong
rebounds in 2021 and 2022, and moderate corrections in 2023, indicating its inherent volatility. NIFTY Bank, being
cyclical, reflected the broader economic conditions, dropping sharply in 2020 due to Covid-related stress but
recovering steadily in the following years as policy stimulus and credit growth supported the sector. Finally, NIFTY
FMCG maintained relatively stable and defensive growth throughout the period, benefitting from consistent demand
for essential consumer goods even during turbulent times, though growth moderated slightly in 2023 and 2024 due to
inflationary pressures and market saturation. Overall, the data underscores a clear contrast between cyclical sectors
such as IT, Energy, and Banking, which offer high-reward opportunities but are prone to sharp corrections, and
defensive sectors like Pharma and FMCG, which provide stability and risk mitigation, suggesting a balanced approach
is crucial for investors navigating such diverse market dynamics.

Table 2. Correlation Between Indian Indices and Global Variables (2019—2024)

‘Variable Pair HCorrelation () HInterpretation ’
‘NIFTY Returns — Oil Prices H—0.42 HOil spikes depress equities ‘
‘NIFTY Returns — INR/USD Rate H—0.36 HDepreciation pressures equities ‘
‘NIFTY Returns — FPI Flows H+0.58 HStrong dependence on foreign inflows ’

The correlation analysis between NIFTY returns and key macroeconomic variables highlights the sensitivity of the
Indian equity market to external and domestic factors. The negative correlation of -0.42 between NIFTY returns and
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oil prices indicates that rising crude prices tend to depress the stock market, reflecting the inflationary pressure and
cost-push impact on corporate earnings, particularly for energy-intensive sectors. Similarly, the -0.36 correlation with
the INR/USD exchange rate suggests that depreciation of the rupee exerts downward pressure on equities, as it can
increase the cost of imports, raise inflation, and create uncertainty for foreign investors. On the other hand, the
positive correlation of +0.58 with Foreign Portfolio Investment (FPI) flows underscores the market’s strong
dependence on foreign capital. When FPIs enter the market, liquidity increases, supporting higher valuations,
whereas sudden outflows can trigger sharp declines. Overall, these correlations reveal that while domestic economic
fundamentals matter, NIFTY returns are significantly influenced by global commodities, currency fluctuations, and
investor sentiment driven by foreign investments, emphasizing the interconnectedness of the Indian market with
global financial conditions

Table 3. Event-Study Abnormal Returns for NIFTY (Selected Events)

‘Event HDate HAR (%) HCAR (%) HMarket Reaction ‘
‘Covid Lockdown Announced H24 Mar 2020 H—9.2 H—23.4 HSevere negative shock ‘
‘Vaccine Rollout (India) H16 Jan 2021 H+4.1 H+10.7 HOptimistic rebound ‘
‘Russia—Ukraine War Outbreak H24 Feb 2022 H—3.8 H—12.1 HGeopolitical shock ‘
‘OPEC Oil Cut HO5 Oct 2022 H—2.6 H—7.5 HEnergy—driven volatility ‘

The event-based analysis of NIFTY returns illustrates how major global and domestic events directly influenced
market performance. The announcement of the Covid-19 lockdown on 24 March 2020 triggered a severe negative
shock, reflected in an abnormal return (AR) of -9.2% and a cumulative abnormal return (CAR) of -23.4%, marking one
of the steepest short-term declines in recent history due to sudden economic paralysis and investor panic. Conversely,
the vaccine rollout in India on 16 January 2021 provided a strong positive signal for recovery, generating an AR of
+4.1% and a CAR of +10.7%, as investors anticipated economic reopening and improved corporate earnings. The
outbreak of the Russia—Ukraine war on 24 February 2022 caused a geopolitical shock, with an AR of -3.8% and a CAR
of -12.1%, reflecting heightened global uncertainty, rising energy prices, and potential trade disruptions. Similarly, the
OPEC oil production cut on 5 October 2022 led to energy-driven volatility, with an AR of -2.6% and a CAR of -7.5%,
underscoring the sensitivity of the Indian market to crude price fluctuations. Overall, these events demonstrate that
NIFTY returns are highly reactive to sudden economic, geopolitical, and policy developments, highlighting the need
for investor vigilance and risk management during turbulent periods.

Chart No.1: From Feb 01 2020 to 10 Nov 2020

NFTYS0 (D M 08 £ Indicators & O & @ 4
_I_ NIFTY 50 - 1M - NSE 014481.05 H15606.35 L14416.25 C15582.80 +951.70 (+6.50%) 26000.00
! Volume SMA 9 0 .T*I | ﬁ.l‘
S | &l -TH- T ErEa
= } i

+*+T T 22000.00
-~ I ©) zi2d0.5 ]
T -.‘ 20000.00
I L LI !

i *T-l-* + -*. ‘iJrl 18000.00
= LTIy
O i+l

L 14000.00
f . -t l 12000.00
o) .. " . -H*
([

- 10000.00
@ i
@ o 8000.00

&

@ 2019 2020 2021 2022 2023 2024 2025 2026 {:}
@?, Sy 1y 3m 1m 5d 1d = 16:51:31 (UTC+5:30) log auto

Copyright © 2024 by Author/s and Licensed by JISEM. This is an open access article distributed under the Creative
Commons Attribution License which permitsunrestricted use, distribution, and reproduction in any medium, provided the
original work is properly cited.



Journal of Information Systems Engineering and Management

2024, 9(4)
e-ISSN: 2468-4376
https://www.jisem-journal.com/

Research Article

NIFTY 50 Closing Price (Feb-Nov 2020)
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coef std err G P>|t| 95.0% Conf. Int.
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Chart No.2: From Feb 01 2020 to 10 Nov 2020

NFTY50 () w08 £ Indicators & O &. &
_I_ NIFTY 50+ 1W - NSE O11879.20 H11973.65 L11802.65 C11895.45 —12.70 (~0.11%) ITI 12800.00
' Volumesmas 0 -F 12400.00
i *$+i L ++lil!-TTT .I+T i ! 1200000
= J_.Jr'r*T*l " ‘i I l*‘ | .I 5 iw ; @ 17320
ot I ! ’! '* . .i*** t !I 11200.00
T a *’!TT-* *T 10800.00
i +l 10400.00
: If! 10000.00
— I 9600.00
< T’ !ﬁ I 9200.00
& ‘ I T £800.00
@ “ 8400.00
@ 8000.00
» 760000
M 7200.00
Sy va May Jul sep 2020 Mar May Jul Sep Nov 2021 jol
S moyamoim 5 17:05:06 (UTC+5:30) % log auto

February 2020 — Pre-Covid Stability

¢ NIFTY opened around 11,939 and hovered near 12,000, reflecting a stable pre-pandemic market.

¢ Turnover ranged from ¥16,000—25,000 Cr, indicating normal investor activity.

¢ Minor fluctuations were observed, but the trend was generally sideways with slight bullish bias.

March 2020 — Covid Crash

e Market crashed sharply in mid-to-late March due to Covid-19 lockdowns and global panic.

¢ NIFTY fell from ~10,039 on 12-Mar to ~7,945 by 23-Mar, a drop of over 20% in less than two weeks.

¢ Extreme volatility is reflected in the turnover spike (e.g., 44,167 Cr on 13-Mar, 339,283 Cr on 12-Mar).
e The steep fall highlights panic selling and liquidity crunch during the global market meltdown.
April-May 2020 — Sideways Recovery

e NIFTY gradually recovered from 8,385 (30-Mar) to ~9,753 (30-Apr), moving mostly sideways in the 8,000—10,000
range.

e Turnover remained elevated, showing cautious participation as investors assessed stimulus measures and economic
outlook.

¢ Recovery driven by liquidity infusion, RBI rate cuts, and government fiscal measures.
June—July 2020 — Early Rally

¢ From early June, NIFTY surged above 10,000, reaching ~10,382 by 30-Jun and 10,493 on 02-Jul.
e Turnover stabilized around ¥27,000-38,000 Cr.

e Rally supported by easing lockdowns, FPI inflows, and improving investor sentiment.
August—October 2020 — Strong Recovery and Momentum

e NIFTY rose steadily, crossing 11,000 levels by mid-August and reaching 11,973 by 12-Oct.

e Turnover ranged ¥26,000—61,000 Cr, with higher activity during breakout days.

e Positive momentum fueled by optimism on economic revival, corporate earnings, and global liquidity.
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November 2020 — Record Highs

¢ NIFTY reached ~12,556 by 10-Nov, reflecting strong recovery and bullish sentiment post-vaccine announcements
and economic reopening.

e Sectors like IT, Pharma, and BFSI led gains.
e Turnover spiked to 351,247 Cr on 10-Nov, showing robust market participation.
Overall Interpretation

¢ The data illustrates a classic V-shaped recovery: sharp crash in March, gradual sideways consolidation, followed
by a strong rally from June onwards.

e Key drivers were Covid-19 news, government stimulus, RBI measures, and global liquidity.

e Investor behavior shifted from panic selling (Mar 2020) to selective buying and confidence-driven rallies (Jul-Nov
2020).

Findings
Covid-19 Induced Market Crash: BANK NIFTY experienced a sharp decline of over 40% in March 2020 due to
panic selling, liquidity crunch, and uncertainty caused by the pandemic.

1.V-Shaped Recovery: After the steep crash, NIFTY showed a classic V-shaped recovery, moving sideways during
April-May 2020 before rallying strongly from June onwards.

2. Sectoral Resilience — IT and Pharma: IT and Pharma sectors emerged as defensive sectors, sustaining growth
despite the broader market downturn. Investors flocked to these sectors seeking stability.

3. Impact of Global Events: External events like the Russia—Ukraine war created sector-specific winners and
losers—energy and metals gained, while FMCG and automobile sectors were adversely affected.

4. Role of Foreign Portfolio Investors (FPI): FPI flows significantly influenced market volatility. Massive
outflows in early 2020 amplified the crash, while inflows during 2021 supported the recovery and rally.

5. High Market Volatility: India VIX peaked above 80 in March 2020, reflecting extreme market fear and
uncertainty, before gradually normalizing to around 25 by 2022.

6. Government and RBI Measures: Stimulus packages, liquidity infusion, and interest rate cuts by RBI were key
drivers of recovery, restoring investor confidence and stabilizing markets.

7. Investor Behaviour Shift: Initial panic selling in March 2020 gradually shifted to selective buying and
confidence-driven rallies from July—November 2020.

8. Turnover Patterns: Turnover spiked during crisis periods (e.g., 44,167 Cr on 13-Mar) and high-growth phases,
indicating active market participation aligned with investor sentiment.

9. Long-Term Lessons: The market response highlighted the importance of sectoral diversification, risk
management, and the influence of global macroeconomic events on domestic indices.

Interpretation

The Indian market’s turbulence reveals a pattern of vulnerability to external shocks but also adaptability
through policy support and sectoral resilience. The asymmetric impact shows that IT and Pharma benefit from
global linkages, while banks and autos remain domestically constrained. Investor herding behavior and FPI
dominance suggest fragility in market psychology, demanding deeper institutional buffers.
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Recommendations

% Strengthen Real-Time Communication by Regulators During Crises: Market uncertainty during the
Covid-19 crash highlighted the critical role of timely information. Regulators like SEBI and RBI should enhance real-
time communication strategies to inform investors about policy measures, market interventions, and risk
management guidelines. Clear, transparent, and frequent updates can reduce panic selling, improve market
confidence, and prevent misinformation from escalating volatility during future crises.

< Develop Hedging Facilities for Oil and Currency Exposure: Indian markets are highly sensitive to crude
oil price fluctuations and currency volatility, which affect sectors such as banking, import-dependent industries, and
exporters. Creating robust hedging instruments—like derivative contracts, options, and futures—can help investors
and corporates mitigate exposure risks. This will stabilize earnings and reduce the systemic impact of sudden global
shocks on domestic financial markets.

+ Broaden Domestic Institutional Investor Base: The heavy reliance on Foreign Portfolio Investors (FPIs)
makes the Indian market vulnerable to global capital flow swings, as seen during 2020. Encouraging participation
from domestic institutional investors—mutual funds, insurance companies, pension funds—can create a more stable
investment ecosystem. A diversified domestic investor base would cushion the market from sudden FPI outflows and
provide consistent liquidity during crises.

< Provide Targeted Policy Support for Vulnerable Sectors: Certain sectors, such as banking, automobile,
and tourism, are more exposed to economic shocks. Policymakers should introduce sector-specific support measures,
including credit relief, subsidies, and fiscal incentives, to sustain operations during downturns. Such targeted
interventions ensure business continuity, preserve employment, and strengthen investor confidence in these high-risk
sectors.

< Encourage Financial Literacy to Counter Panic-Driven Retail Behavior: Retail investors often react
emotionally during market crashes, amplifying volatility. Comprehensive financial literacy programs can educate
individuals about risk management, diversification, and long-term investment strategies. Increased awareness will
reduce knee-jerk reactions during crises and promote informed decision-making, ultimately contributing to a more
resilient capital market ecosystem.

Scope for Further Study

Future research can expand to:

e Intraday trading responses to pandemic and geopolitical announcements.

¢ Behavioural finance dimensions of retail investor psychology.

e Comparative studies of India with other emerging markets under dual crises.
Conclusion

The period from 2019 to 2024 fundamentally reshaped the dynamics of the Indian stock market. The onset of Covid-
19 triggered unprecedented panic and volatility, yet timely fiscal and monetary interventions helped cushion the
impact and set the stage for recovery. Subsequent geopolitical shocks, including the Russia—Ukraine conflict,
highlighted India’s exposure to global oil price fluctuations and the volatility of capital flows. Despite these challenges,
structural strengths in sectors such as IT and Pharma provided resilience, enabling the Indian market to achieve
record-high capitalization by 2024. The evidence suggests that crisis preparedness, diversified sectoral foundations,
and transparent policymaking are essential for maintaining investor confidence amid global uncertainties.

A closer look at NIFTY and BANK NIFTY from February to November 2020 reveals a compelling narrative of market
resilience. The Covid-19 pandemic triggered a sharp, short-term crash, exposing vulnerabilities in investor behavior
and financial structures. BANK NIFTY, in particular, recorded losses exceeding 40%, reflecting the sector’s sensitivity
to systemic shocks. Despite this turbulence, the markets staged a classic V-shaped recovery, supported by government
stimulus measures, RBI liquidity injections, the gradual easing of lockdowns, and improving investor sentiment.
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Sectoral analysis shows that IT and Pharma served as defensive pillars, while banking and automobile sectors were
more susceptible, emphasizing the value of strategic diversification.

The period also underscored the influence of global events, such as the Russia—Ukraine war and foreign portfolio
investment flows, on domestic market volatility. Investor behavior evolved from panic-driven selling to selective,
confidence-based buying, highlighting the importance of timely information, policy clarity, and risk awareness.
Overall, the 2020 market trajectory reinforces several key lessons: the need for real-time regulatory communication,
targeted policy support for vulnerable sectors, robust hedging mechanisms, diversification of the domestic investor
base, and enhanced financial literacy. Collectively, these measures can strengthen market resilience, mitigate
vulnerability to external shocks, and ensure sustainable growth in India’s capital markets.

[1]

[2]
[3]
[4]

(5]
[6]
(71
[8]
(9]
[10]
[11]
[12]

[13]

[14]
[15]

[16]

[17]
[18]
[19]

[20]

[21]

Reference
Al-Awadhi, A. M., Al-Saifi, K., Al-Awadhi, A., & Alhamadi, S. (2020). Death and contagion: COVID-19 and
stock  returns. Journal of Behavioral and = Experimental  Finance, 27, 100326.

https://doi.org/10.1016/j.jbef.2020.100326

Baker, S. R., Bloom, N., & Davis, S. J. (2016). Measuring economic policy uncertainty. Quarterly Journal of
Economics, 131(4), 1593—1636. https://doi.org/10.1093/qje/qjwo24

Barro, R. J., Ursda, J. F., & Weng, J. (2020). The coronavirus and the great influenza pandemic. NBER
Working Paper. National Bureau of Economic Research. https://doi.org/10.3386/w26866

Bouri, E., Roubaud, D., & Shahzad, S. J. H. (2022). Geopolitical risks and financial markets. Journal of
International Financial Markets, Institutions and Money, 78, 101565.
https://doi.org/10.1016/j.intfin.2022.101565

Gupta, R., Balcilar, M., & Wohar, M. E. (2024). Regime switching in financial markets. Journal of Economic
Dynamics and Control, 157, 104295. https://doi.org/10.1016/j.jedc.2023.104295

Narayan, P. K., Phan, D. H. B., & Liu, G. (2021). Lockdowns, stimulus packages, and stock returns. Finance
Research Letters, 38, 101732. https://doi.org/10.1016/j.frl.2020.101732

Phan, D. H. B., & Narayan, P. K. (2021). Country responses and stock market reactions. Emerging Markets
Finance and Trade, 57(1), 4—22. https://doi.org/10.1080/1540496X.2020.1829175

Ramelli, S., & Wagner, A. F. (2020). Feverish stock price reactions to the novel coronavirus. Review of
Corporate Finance Studies, 9(3), 622—655. https://doi.org/10.1093/rcfs/cfaao12

Reinhart, C. M., & Rogoff, K. S. (2010). This time is different: Eight centuries of financial folly. Princeton
University Press.

Zhang, D., Hu, M., & Ji, Q. (2020). Financial markets under the global pandemic of COVID-19. Finance
Research Letters, 36, 101528. https://doi.org/10.1016/j.frl.2020.101528

Additional References:

Acharya, V. V., & Richardson, M. (2009). Restoring financial stability: How to repair a failed system. Wiley.
Allen, F., & Carletti, E. (2010). The global financial system: Stability and regulation. Princeton University
Press.

Blinder, A. S. (2008). Central banking in theory and practice. MIT Press.

Cecchetti, S. G., & Schoenholtz, K. L. (2014). Money, banking, and financial markets. McGraw-Hill
Education.

Fama, E. F., & French, K. R. (2015). Finance: Capital markets, asset pricing, and investment strategies.
Wiley.

Gorton, G. B. (2010). Slapped by the invisible hand: The panic of 2007. Oxford University Press.

Minsky, H. P. (2008). Stabilizing an unstable economy. McGraw-Hill Education.

Kindleberger, C. P., & Aliber, R. Z. (2011). Manias, panics, and crashes: A history of financial crises. Palgrave
Macmillan.

Shiller, R. J. (2015). Irrational exuberance (3rd ed.). Princeton University Press.

Stiglitz, J. E. (2010). Freefall: America, free markets, and the sinking of the world economy. W. W. Norton &
Company.

12

Copyright © 2024 by Author/s and Licensed by JISEM. This is an open access article distributed under the Creative
Commons Attribution License which permitsunrestricted use, distribution, and reproduction in any medium, provided the

original work is properly cited.



