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Abstract

The rapid and widespread transmission of Covid-19 and the dissemination of news related to
it as challenging news increases uncertainty and fear among dealers in the capital markets.
While the announcement of measures taken by governments through monetary, financial, and
economic stimulus policy packages as encouraging news reduces the uncertainty and fear
among dealers, considering an efficient stock market. This paper studies stock price volatilities
in the Arab stock exchanges and the impacts of the COVID-19 pandemic news on returns
volatility through the modeling and analysis. The study sample included thirteen Arab stock
exchanges: Abu Dhabi, Amman, Bahrain, Lebanon, Kuwait, Morocco, Qatar, Dubai, Egypt,
Oman, Palestine, Saudi Arabia, and Tunisia. The study used the daily data from June 2018 to
September 2021, by using generalized autoregressive conditional heterogeneity model
(GARCH), (EGARCH) and news impact curve (NIC) for (EGARCH) model. The results of
the study concluded that the Arab stock exchanges were affected by the Covid-19 pandemic,
and the volatilities were asymmetric and there is persistence of shocks, moreover, it indicates
that the effect of the number of new deaths is great than the effect of the number of new cases
of infections on the volatilities of stock returns. The news impact curve test indicates the greater
effect of negative information than encouraging information in all the Arab stock exchanges
except for the Abu Dhabi Stock Exchange. These results help in understanding and estimating
current and future risks to make an investment decision based on a scientific method, in
addition to being an indicator for measuring the efficiency and performance of the stock
market, which is an important result for decision makers, portfolio managers and financial

institutions in the Arab countries.

Keywords: returns, risks, covid 19, volatility, GARCH models, Arab stock exchanges.
JEL Classification: C58, G1; G14, G17, N2.
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ARCH (Variance Equation) Ll dsles

TEST ARCH Log Hannan- Seh Alaik s n Statist ) o

N*R? o . chwarz aike z-Stat " t-Statistic al 4o s,

+GARCH likelihood Quinn z-Stat GARCH(1) z-Stat ARCH(1) z-Stat g
criter.

0.012351 1.003759 -303.29 3.011201 3.059148 2.978647 16.15955 0.754539 4.34577 0.24922 2.230413 0.035248 -0.360255 -0.036781 0.305841 0.018592 @]ay‘
0.003203 1.100763 -979.7696 2.725057 2.744459 2.712864 11.18195 0.441564 8.832101 0.659199 5.607405 0.079071 -24.74663 -0.24461 -2.66226 -0.066661 O-{)i"
0.601635 0.811906 2.066029 1.428154 1.432154 1.400559 12.17415 0.654847 5.280249 0.157059 5.910753 0.049359 4.039254 0.175599 2.236201 0.040762 o .”
0.182671 0.938759 1.948849 2.851307 2.855307 2.823713 35.91045 0.807131 8.204293 0.131628 5.122082 0.070283 2.699383 0.113922 1.221825 0.039879 o
0.145381 0.904599 1.927247 3.079273 3.083273 3.051678 17.01698 0.76699 5.141434 0.137609 4.078397 0.130601 5.14117 0.220082 0.477151 0.019228
0.036559 0.952989 2.005675 2.110702 2.114702 2.083107 31.68654 0.633778 18.72798 0.319211 10.46307 0.059548 3.938633 0.201369 2.036758 0.054659 ;ujg_”
0.020012 1.00744 2.228306 2.705944 2.709944 2.678349 92.56694 0.775981 16.37203 0.231459 15.24184 0.055249 0.027856 0.001188 -2.546818 -0.079062 C)L'u-‘
0.338382 0.936249 1.87779 1.821905 1.825905 1.79431 25.34951 0.765687 8.128065 0.170562 4.055648 0.029489 2.082003 0.092135 2.384402 0.048832 o )_G.U
14.18129 0.885472 2.056255 1.403555 1.407555 1.37596 24.64341 0.737936 7.345025 0.147536 5.431288 0.030359 7.297451 0.318997 -0.752123 -0.013013 Loa
0.029303 0.901962 1.560526 1.018411 1.022411 0.990816 13.74166 0.703458 5.585215 0.198504 4.034025 0.020445 -0.947406 -0.040808 -0.142221 -0.001904 . .I .
0.042038 0.965958 1.993149 2.355597 2.359597 2.328002 29.79347 0.77435 10.69846 0.191608 4.143812 0.037496 0.946999 0.039891 1.940499 0.051157 L3
0.086026 0.953482 2.077702 2.65816 2.66216 2.630565 29.55456 0.811106 6.986352 0.142376 4.343995 0.048929 3.692953 0.150585 2.502311 0.083081 ET Il
0.207936 0.929396 1.77355 1.391024 1.395024 1.36343 22.51219 0.685887 6.659204 0.243509 5.854368 0.024093 4.307384 0.18724 -0.426265 -0.006461 s
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(Variance Equation) Ll dslas

ARCH Log
Schwarz Akaike z-Statistic Ly z-Statistic coldl Aoyl
TEST likelihood
z-Statistic EGARCH(1) z-Statistic RES/SQR[GARCH](1) z-Statistic |RES|/SQR[GARCH](1) z-Statistic colid!
3.19218 -910.503 2.562715 2.524801 102.2415 0.954844 -5.78915 -0.10032 9.833093 0.240175 -9.67264 -0.18919 1.750681 0.064893 2.741612 0.080365 ‘édn}ni
0.495696 -962.049 2.704714 2.6668 36.59899 0.848313 1.374603 0.060802 13.51961 0.935276 -13.7517 -0.75941 -25.2919 -0.23966 -1.60256 -0.03744 [)))‘}”
0.292467 -514.407 1.471541 1.433628 31.37609 0.814154 -3.81122 -0.0805 7.526727 0.300535 -7.92167 -0.46527 3.940662 0.167825 0.877112 0.013316 Q_:_).x,."
0.238753 -1016.94 2.855939 2.818025 105.4248 0.959277 -6.16219 -0.08945 8.243183 0.213936 -8.31036 -0.15968 2.586438 0.106012 0.328683 0.011246 @
0.030088 -1092.26 3.063429 3.025516 18.93341 0.792335 5.533013 0.193607 0.433664 0.009388 4.802631 0.128135 5.545004 0.213676 -0.46181 -0.01875 e
0.028116 -758.635 2144347 2106433 85.89618 0.896697 -4.24732 -0.12997 9.155039 0.355638 -10.8368 -0.32129 4.005181 0.202446 0.835814 0.019621 u;u)S_N
0.011545 -973.169 2.73535 2.697436 139.7889 0.94587 2.599816 0.033334 20.97062 0.464893 -16.9573 -0.29343 -1.88755 -0.07022 -12.1195 -0.18316 old
0.678394 -653.613 1.855031 1.817117 75.3679 0.950079 -2.05503 -0.03717 10.3329 0.300368 -9.3198 -0.27127 2.444015 0.099327 1.827047 0.039561 oyl
35.96811 -493.625 1.414291 1.376377 38.69659 0.85679 0.48765 0.012897 11.52695 0.374937 -11.264 -0.48472 7.059705 0.317542 -1.41169 -0.02124 -5y
0.005372 -360.545 1.047679 1.009765 39.7879 0.894645 -0.4126 -0.00695 7.622754 0.323575 -6.43284 -0.42354 -0.01324 -0.00062 -0.41892 -0.00552 onlowdd
1.462845 -820.225 2.314015 2.276101 119.2499 0.968811 -11.1414 -0.15378 5.33135 0.172854 -5.29444 -0.14814 0.97146 0.035109 0.300856 0.008293 ks
0.022561 -937.643 2.637482 2.599568 135.2495 0.964828 -7.89862 -0.10668 6.393772 0.192792 -6.62252 -0.15534 3.71665 0.159083 1.999221 0.063239 Asgaudl
0.709585
-487.293 1.396848 1.358934 48.04717 0.893308 1.274032 0.047738 8.340952 0.456377 -8.65604 -0.50371 4.80013 0.203727 -0.0704 -0.00116 Y
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(Variance Equation) oLl 3slas

Log Hannan- . R
likelihood Quinn criter. Schwarz Alatke z-Stat z-Stat GARCH(1) z-Stat ARCH(1) z-Stat ol el
COVID19
(Number of New case) izl SLba¥l sue
-404.4982 2.341895 2.374869 2.320103 -0.695071 -0.00000778 13.43829 0.761061 3.959728 0.199292 1.726364 0.059858 é\.\ay‘l
-465.6507 2.688368 2.721342 2.666576 -11.38165 -0.0000098* 482.4372 0.989566 -23.39195 -0.012205 12.83471 0.045905 RS
-251.4154 1.47457 1.507544 1.452778 0.178625 0.00000117 6.443832 0.7216 2.659436 0.122574 1.794437 0.042418 el
-466.5697 2.693575 2.726549 2.671783 -0.243466 -0.00000176 4414766 0.938411 2.905452 0.067752 1.320232 0.008635 BN
-521.4381 3.004444 3.037418 2.982652 -2.525915 -0.000363* 1.687375 0.279385 3.538095 0.297305 3.323736 0.758015 s
-334.8458 1.947264 1.980238 1.925472 -1.287463 -0.00000164 89.75608 0.975757 2.887031 0.031489 1.472826 0.002328 ;u-}ﬁ‘
-628.2752 3.609754 3.642728 3.587962 -1.423859 -0.0000234 38.57013 0.754719 5.300962 0.156226 8.138583 0.318415 old
-307.0544 1.789805 1.822779 1.768014 1.879172 0.00000268** 27.63192 0.828606 6.123284 0.1622 1.219298 0.007957 oyl
-231.5205 1.361852 1.394826 1.34006 -0.202435 -0.00000189 6.646027 0.606897 4.229031 0.21558 3.641889 0.047334 Liua
-246.3145 1.44567 1.478644 1.423878 -0.903961 -0.00000927 5.197893 0.381866 7.234474 0.409254 3.965873 0.082197 e udd
-342.7119 1.991831 2.024805 1.970039 -1.303701 -0.000013 43.09029 0.941851 3.13878 0.06175 2.336306 0.007502 ks
-420.0665 24301 2463074 2.408309 -1.130159 -0.00000538 19.20571 0.840416 3.949773 0.148168 2152924 0.03975 Logaudl
-228.278 1.34348 1.376454 1.321688 -2.792713 -0.00000919* 2.90903 0.442012 2.942289 0.234813 3.278862 0.095599 e
(Number of New deaths) 3uguztl oldgdl sue

-404.6905 2.342984 2.375958 2.321192 -0.240581 -0.000499 13.82162 0.75655 4.01218 0.207214 2139512 0.046962 g\]ayi
-485.6768 2.801831 2.834805 2.780039 -3.377583 -0.006857* 3.965798 0.567297 -0.460093 -0.007894 2.965501 0.697805 RS
-247.9029 1.454669 1.487643 1.432877 -1.85127 -0.002941** 3.079677 0.551116 2.264247 0.151776 2.260676 0.089281 o..e)a,.ll
-456.8947 2.638759 2.671733 2.616967 -4.571688 -0.004563* 8319.246 1.022491 -2.285195 -0.007 5.933233 0.016258 @
-520.2587 2.997762 3.030736 297597 -2.682589 -0.009677* 1.518473 0.242416 3.581722 0.313227 3.509811 0.904923 s
-334.3076 1.944215 1.977189 1.922423 -1.702054 -0.000391 94.93638 0.978531 2.741452 0.027931 1.749091 0.003254 ;‘.155.“
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