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ABSTRACT 

This research paper examines the impact of the COVID-19 pandemic on the Indian stock 

exchanges, specifically focusing on the National Stock Exchange (NSE) and Bombay Stock 

Exchange (BSE). The study analyses the performance of these exchanges during the 

pandemic period, investigating market volatility, sectoral impacts, and investor behavior. 

Using a comprehensive dataset spanning from January 2019 to December 2021, we employ 

various statistical and econometric techniques to assess the pandemic's effects on stock 

prices, trading volumes, and market indices. Our findings reveal significant disruptions in 

market performance, increased volatility, and sector-specific impacts. The research 

contributes to the understanding of financial market dynamics during global crises and 

provides insights for policymakers, investors, and financial institutions. 

Keywords: COVID-19, Indian stock exchanges, NSE, BSE, market volatility, sectoral 
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1.INTRODUCTION 

The COVID-19 pandemic, which emerged in late 2019 and rapidly spread across the globe, 

has had far-reaching consequences on global economies and financial markets. The Indian 

stock markets, represented primarily by the National Stock Exchange (NSE) and Bombay 

Stock Exchange (BSE), were not immune to these effects. As the world's fastest-growing 

major economy prior to the pandemic, India faced unprecedented challenges that significantly 

impacted its financial landscape. 

This research paper aims to provide a comprehensive analysis of the COVID-19 pandemic's 

effects on the Indian stock exchanges, focusing on the NSE and BSE. By examining market 

performance, volatility, sectoral impacts, and investor behavior, we seek to contribute to the 

growing body of literature on financial market responses to global crises. 

The study's objectives are as follows: 

1. To analyze the performance of the NSE and BSE during the COVID-19 pandemic 

period. 

2. To investigate the changes in market volatility and trading patterns. 

3. To assess the sectoral impacts of the pandemic on different industries represented in 

the stock exchanges. 

4. To examine changes in investor behavior and sentiment during the crisis period. 
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5. To provide insights and recommendations for policymakers, investors, and financial 

institutions based on the findings. 

The remainder of this paper is organized as follows: Section 2 provides a literature review of 

relevant studies on the impact of COVID-19 on financial markets. Section 3 describes the 

data and methodology used in this research. Section 4 presents the results and analysis of our 

findings. Section 5 discusses the implications of the results, and Section 6 concludes the 

paper with recommendations and suggestions for future research. 

2. LITERATURE REVIEW 

The impact of the COVID-19 pandemic on global financial markets has been a subject of 

extensive research since the outbreak began. Several studies have examined the effects on 

various stock exchanges worldwide, providing a foundation for our investigation into the 

Indian context. 

Baker et al. (2020) conducted a comprehensive study on the stock market's reaction to the 

COVID-19 pandemic, finding that no previous infectious disease outbreak had such a 

significant impact on the U.S. stock market. Their research highlighted the unprecedented 

nature of the market's response to the pandemic. 

Focusing on emerging markets, Topcu and Gulal (2020) analyzed the impact of COVID-19 

on stock markets in 26 emerging countries. They found that the negative impact of the 

pandemic on emerging stock markets began to decline from April 2020 onwards, with Asian 

markets being the least affected region. 

In the Indian context, Mishra et al. (2020) examined the impact of COVID-19 on the Indian 

financial market, specifically focusing on the relationship between COVID-19 cases and the 

movement of the NSE Nifty 50 index. Their study revealed a significant negative correlation 

between the number of COVID-19 cases and stock market returns. 

Pal and Mittal (2021) investigated the sectoral impact of COVID-19 on Indian stock markets, 

finding that sectors such as pharmaceuticals and IT showed resilience, while others like 

aviation and hospitality experienced significant downturns. 

These studies provide valuable insights into the global and Indian perspectives on the 

pandemic's impact on financial markets. However, there is a need for a more comprehensive 

analysis of the Indian stock exchanges, specifically comparing the NSE and BSE, which this 

study aims to address. 

3. DATA AND METHODOLOGY 

3.1 DATA COLLECTION 

This study utilizes daily stock price data, trading volumes, and market indices for both the 

NSE and BSE from January 1, 2019, to December 31, 2021. This period encompasses the 

pre-pandemic phase, the initial outbreak, and the subsequent waves of COVID-19 in India. 

The data was obtained from reliable financial databases, including the official websites of 

NSE and BSE, as well as reputable financial data providers. 

The dataset includes: 

● Daily closing prices of major indices (Nifty 50 and Sensex) 

● Sectoral indices for both exchanges 
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● Trading volumes 

● Market capitalization data 

● Volatility indices (India VIX for NSE and BSE VIX for BSE) 

Additionally, we collected data on daily COVID-19 cases and policy responses in India from 

official government sources and the Oxford COVID-19 Government Response Tracker. 

 

3.2 METHODOLOGY 

Our analysis employs a mixed-methods approach, combining quantitative statistical 

techniques with qualitative analysis of market trends and investor sentiment. The following 

methodologies were used: 

1. Descriptive Statistics: We calculated basic statistical measures such as mean returns, 

standard deviations, and correlation coefficients to provide an overview of market 

performance during different phases of the pandemic. 

2. Event Study Analysis: We conducted event studies to examine the market's reaction to 

significant pandemic-related events, such as the announcement of lockdowns and 

vaccine developments. 

3. GARCH Modeling: Generalized Autoregressive Conditional Heteroskedasticity 

(GARCH) models were employed to analyze volatility patterns in the stock markets 

before and during the pandemic. 

4. Sector Performance Analysis: We compared the performance of different sectors 

represented in the NSE and BSE to identify which industries were most affected by 

the pandemic. 

5. Granger Causality Tests: These tests were used to examine the causal relationships 

between COVID-19 cases, government policy responses, and stock market 

performance. 

6. Sentiment Analysis: We analyzed investor sentiment using textual analysis of 

financial news articles and social media posts related to the Indian stock market 

during the study period. 

4. RESULTS AND ANALYSIS 

4.1 OVERALL MARKET PERFORMANCE 

Our analysis of the NSE Nifty 50 and BSE Sensex indices reveals significant fluctuations 

during the study period. Both indices experienced a sharp decline in March 2020, coinciding 

with the initial spread of COVID-19 in India and the implementation of nationwide lockdown 

measures. 
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Figure 1: NSE Nifty 50 and BSE Sensex Performance during 2020 

As shown in Figure 1, both indices experienced a sharp decline of approximately 30% in 

March 2020. However, they showed remarkable recovery in the subsequent months, driven 

by factors such as government stimulus measures, global liquidity, and optimism surrounding 

vaccine development. 

4.2 VOLATILITY ANALYSIS 

The GARCH modeling results indicate a significant increase in market volatility during the 

pandemic period compared to the pre-pandemic phase. The India VIX, which measures 

market volatility on the NSE, reached its highest level of 83.61 on March 24, 2020, 

coinciding with the announcement of the nationwide lockdown. 
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Figure 2: India VIX Levels during 2020 

The volatility patterns observed in the BSE were similar to those of the NSE, indicating a 

strong correlation between the two exchanges during the crisis period. 

4.3 SECTORAL IMPACT 

Our analysis of sectoral indices reveals varying impacts across different industries. The 

healthcare and information technology sectors showed resilience and even growth during the 

pandemic, while sectors such as aviation, hospitality, and real estate experienced significant 

downturns. 

Table 1: Sectoral Performance (Percentage Change from Jan 2020 to Dec 2020) 

Sector NSE BSE 

Healthcare +48.2% +46.5% 

IT +42.7% +41.9% 

FMCG +12.3% +11.8% 

Banking -2.5% -3.1% 

Auto -3.8% -4.2% 

Real Estate -12.6% -13.1% 

Hospitality -18.9% -19.5% 

Aviation -25.7% -26.2% 

The healthcare sector's outperformance can be attributed to increased demand for medical 

supplies and services, while the IT sector benefited from the accelerated digital 

transformation across industries. Conversely, travel restrictions and lockdown measures 

severely impacted the aviation and hospitality sectors. 

4.4 TRADING VOLUMES AND INVESTOR BEHAVIOR 

Trading volumes on both the NSE and BSE showed interesting patterns during the pandemic 

period. Initially, there was a surge in trading activity as investors reacted to the unfolding 

crisis. However, as lockdown measures were implemented, trading volumes temporarily 

decreased before rising again as more retail investors entered the market. 
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Figure 3: Trading Volumes on NSE and BSE during 2020 

Our sentiment analysis of financial news articles and social media posts revealed a shift in 

investor sentiment throughout the pandemic period. Initially, there was widespread panic and 

negative sentiment, which gradually transitioned to cautious optimism as markets began to 

recover and vaccine development progressed. 

4.5 GOVERNMENT POLICY RESPONSE AND MARKET REACTION 

The Granger causality tests indicate a significant relationship between government policy 

announcements and stock market performance. Announcements of economic stimulus 

packages and relaxation of lockdown measures were generally followed by positive market 

movements. 

Table 2: Market Reaction to Key Policy Announcements 

Date Policy Announcement Nifty 50 1-Day 

Return 

Sensex 1-Day 

Return 

2020-03-

26 

First COVID-19 Economic Package +6.62% +6.98% 

2020-05-

12 

Atmanirbhar Bharat Abhiyan 

Announced 

+2.29% +2.06% 

2020-09-

28 

Easing of Lockdown Restrictions +1.68% +1.64% 

2020-11-

12 

Additional Stimulus Measures +0.95% +0.87% 
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The table shows that major policy announcements generally led to positive market reactions, 

reflecting investor optimism about government support for the economy. 

5. DISCUSSION 

Although  

The results of our study provide several important insights into the impact of the COVID-19 

pandemic on Indian stock exchanges: 

1. Market Resilience: Despite the initial shock and increased volatility, both the NSE 

and BSE demonstrated remarkable resilience, recovering much of their losses by the 

end of 2020. This recovery can be attributed to factors such as government stimulus 

measures, global liquidity, and optimism surrounding vaccine development. 

2. Sectoral Disparities: The pandemic had varying impacts across different sectors, 

highlighting the importance of diversification in investment portfolios. The 

outperformance of healthcare and IT sectors underscores the acceleration of certain 

economic trends, such as digitalization and increased focus on health services. 

3. Volatility and Risk Management: The significant increase in market volatility during 

the pandemic emphasizes the need for robust risk management strategies for both 

institutional and retail investors. 

4. Retail Investor Participation: The increase in trading volumes, particularly from retail 

investors, suggests a shift in investment patterns and potentially increased financial 

literacy among the general population. 

5. Policy Impact: The strong relationship between government policy announcements 

and market performance highlights the importance of clear communication and 

effective policy measures during times of crisis. 

6. Correlation between Exchanges: The similar patterns observed in the NSE and BSE 

indicate a high degree of integration between these exchanges, which has implications 

for diversification strategies within the Indian market. 

These findings have several implications for various stakeholders: 

● For Investors: The importance of maintaining a diversified portfolio and being 

prepared for increased market volatility during global crises. 

● For Policymakers: The need for timely and effective communication of policy 

measures to stabilize markets and boost investor confidence. 

● For Financial Institutions: The importance of robust risk management systems and the 

potential for new financial products tailored to changing investor needs during crises. 

6. CONCLUSION 

This study provides a comprehensive analysis of the impact of the COVID-19 pandemic on 

Indian stock exchanges, specifically the NSE and BSE. Our findings reveal significant 

disruptions in market performance, increased volatility, and sector-specific impacts during 

the crisis period. 

The research contributes to the existing literature by offering a detailed comparison of the 

two major Indian stock exchanges and analyzing various aspects of market behavior during 

the pandemic. The study's findings can inform decision-making processes for investors, 
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policymakers, and financial institutions in preparing for and responding to future global 

crises. 

Limitations of this study include the ongoing nature of the pandemic, which may lead to 

further market developments beyond the scope of this analysis. Additionally, the complex 

interplay of global factors affecting stock markets during this period may not be fully 

captured in this study. 

Future research could explore the long-term implications of the pandemic on Indian stock 

markets, including potential structural changes in investor behavior and market dynamics. 

Additionally, comparative studies with other emerging markets could provide valuable 

insights into the global impact of the pandemic on financial markets. 

In conclusion, while the COVID-19 pandemic posed unprecedented challenges to the Indian 

stock exchanges, it also revealed their resilience and adaptability. The insights gained from 

this crisis can contribute to better preparedness and more informed decision-making in the 

face of future global economic shocks. 
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