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1 Introduction

The world is currently going through a fairly unique period, as the Covid-19

pandemic is still ongoing throughout. Baker, Bloom, Davis, Kost, Sammon, & Viratyosin

(2020) emphasize that no previous pandemic has had as big of an effect on the global stock

markets, including the Spanish flu.  As stressed by Ben Bernanke (2020), the Chair of the

U.S. financial reserve, the financial crisis booted by the Covid-19 pandemic is a very unique

one, as this one was very abrupt and caused by a virus which affected global business.

Compared to this, for example the 2008 global financial crisis was caused by gradually

increasing risks and financial imbalances which then unravelled. Carmen Reinhart (2020) has

studied and documented the significant similarities alongside Kenneth Rogoff (2009) of

previous financial crises but recognizes that the crisis being caused by Covid-19 is special in

scope, cause and severity.

Covid-19 has triggered a huge and mostly heterogenous market movement, as noted

by Ding, Levine, Lin & Xie (2020). The Nasdaq OMX Helsinki value-weighted index fell

approximately 36% from a daily closing high on 11.2.2020 to a daily closing low on

18.3.2020. These significant changes in stock prices lead to the question whether company

characteristics might have an effect on how resilient companies are against the changes. The

global effects of the pandemic on stock markets and listed companies have been somewhat

studied, as per Ding, et al. (2020), who globally studied the effects of pre-2020 company

characteristics on stock market performance during the crisis, but such effects have not been

studied country-specifically, at least for Finland. This paper will be mostly based on their

study, and also utilizes the structure they have used in multiple places.

 I will be studying the relation between multiple, mostly pre-2020, company

characteristics and stock market returns during the Covid-19 crisis. The study will be

performed with Finnish stock market data, using all of the companies listed on the Nasdaq

OMX Helsinki. We gather data on 123 companies from the beginning of January 2020

through October 2020, amounting to an approximate amount of 5300 observations of weekly

returns. The characteristics I will study are as follows: 1) firm size, 2) profitability, 3)

leverage 4) liquidity, 5) amount of employees (in proportion to firm size), 6) growth, 7)

internationality, as in whether the company is internationally established, and 8) state interest,

as in proportion of ownership of company stock by entities close to the government.



This paper studies the relation of the characteristics mentioned before as follows. The

weekly returns of a company compared to the domestic market weekly returns are used as the

dependent variable. I interact the domestic Covid-19 situation with all the company

characteristics, and I use the growth rate of cases as the main variable for the Covid-19

situation. Explanatory variables consist of the company characteristics mentioned earlier, and

the Covid-19 situation is used as a multiplier for all the characteristics to capture how the

different characteristics affect stock performance in relation to the pandemic. This means that

when case growth speeds up, the effect of characteristics is multiplied, and divided if the

growth slows down. In addition to the main analysis, robustness checks are utilized.

Additional regressions are performed for a) calculating abnormal returns as the dependent

variable using the CAPM-model returns, b) using an additional measure to express the Covid-

19 situation in Finland and c), without the Covid-19 multiplier to check that the results indeed

do reflect the effects specifically in relation to the pandemic situation.

The results of this paper suggest the following: Covid-19 has had a negative effect on

the Finnish stock market. Some of the company characteristics studied do have an effect on

stock market performance, when studied in relation to the Covid-19 situation. This study

performance. First, pre-2020 liquidity has a positive effect on stock market performance

during Covid-19, as is consistent with previous research. Second, the pre-2020 leverage of a

company has a negative effect on stock market performance during Covid-19, which is also

consistent with previous research. In addition, when the Covid-19 situation was left out of

analysis, none of the characteristics had a significant effect. This means that the proposed

effects of liquidity and leverage act specifically in relation to the Covid-19 situation.

2. Background research

2.1 Covid-19 situation

As stated by Ding et al. (2020) Covid-19 is an infectious respiratory disease caused by the

severe acute respiratory syndrome coronavirus 2. It was first identified in December 2019 in

Wuhan, China, but afterwards strains have been seemingly found in blood test samples taken

in other countries before that, most importantly in September 2019, in Italy in a lung cancer

study by Apolone, Montomoli, Manenti, Boeri, Sabia, Hyseni & Sestini (2020). The first case



diagnosed outside of China was in Thailand in mid-January 2020, and from there the disease

has rapidly spread across the world. As of 28.10.2020 over 44 million cases were registered

worldwide, with around 1,18 million deaths. The World Health Organization (WHO)

declared it a Public Health Emergency of International Concern on January 30, 2020, named

the disease COVID-19 on February 11th, and classified COVID-19 as a pandemic on March

11, 2020. Ding et al. (2020) note that Covid-19 has triggered a huge and mostly heterogenous

stock market movement almost all over the globe.

In Finland, the first diagnosed case was a Chinese tourist visiting Lapland, diagnosed on

the 28th of January 2020, as reported by Yle (2020). After this, the second case was diagnosed

only on the 26th of February. From there Covid-19 cases rapidly increased in Finland, until

the rate of new infections started to slow down in mid-April. Rate of infections started to rise

again in August and has continued to increase as of 28.10.2020. Altogether, as of 28.10.2020,

Finland has had approximately 15 380 diagnosed cases and over 350 deaths linked to Covid-

19. Fig. 2 plots the accumulated cases and Fig. 3 the daily new cases in Finland.

The Covid-19 situation has mostly been under control in Finland, when comparing to

other countries in Europe, the infections have been relatively low. Per a report based on data

from 4.10.2020 by the World Health Organization, only four European countries

(Uzbekistan, Tajikistan, Cyprus and Latvia, all fairly small countries) had less cumulative

confirmed cases per capita than Finland. Thus, the effects on the stock market could be

expected to be less adverse than what other countries in Europe might have experienced. But,

as Ali, Alam & Rizvi (2020), this may not always be the case, as for example the European

was ongoing in the USA. The Nasdaq OMX Helsinki value-weighted index fell

approximately 36% from a daily closing high on 11.2.2020 to a daily closing low on

18.3.2020. From there, the price has again slowly increased but is yet to reach the daily

closing high on 11.2.2020. Fig. 1 showcases the movement of Nasdaq OMX Helsinki

between 1.1.2020 and 28.10.2020.

2.2 Covid-19 and other financial crises

The financial crisis caused by Covid-19 is a very unique one, as stressed by Ben

Bernanke (2020), the Chair of the U.S. financial reserve. For example, the 2008 global

financial crisis was caused by gradually increasing risks and financial imbalances which



finally ended up unravelling, while the Covid-19 crisis was very abrupt and caused by a virus

which then affected global business. Carmen Reinhart (2020), who has previously studies and

documented the significant similarities of previous financial crises, also recognizes that the

crisis being caused by Covid-19 is special in scope, cause and severity. Compared to previous

crises, the winners are very concentrated and few, as noted by Sokol & Pataccini (2020).

Even though the crisis is very different from past experiences, past financial crises

may still serve as a helpful benchmark for what to expect regarding the effects of this

pandemic. Financial crises are accompanied with raised levels of risks, and the Covid-19

crisis has caused significant rises in volatility around the majority of the world, as noted by

Ali et al. (2020). Giroud & Mueller (2016) observed while studying the Great Recession that

highly levered companies suffer more when presented with lower demand, and altogether

companies balance sheets seem to matter. In the same vein, Fresard (2010) notes that

increased amounts of cash reserves (which translates to higher liquidity) may have been an

important factor for companies surviving the 2008 financial crisis strong. These same

characteristics may have an effect also for the Covid-19 pandemic.

Studies also have already been conducted on the Covid-19 pandemic specifically.

Ding et al. (2020) hold one of the widest studies on company characteristics during the

Covid-19 crisis. They specify varying company characteristics and their effects on stock

market performance in relation to Covid-19 and manage to find multiple characteristics with

an apparent effect. For example, companies with government ownership have fared better, as

state ownership can be a sign of the deeper pockets of owners. These deep pockets have been

true in Finland also, as Finnair, a company with a majority state ownership, has been on the

receiving end of heavy government aid during the Covid-19 pandemic, as reported by the

European Commission (2020). Another example from Ding et al. (2020) is companies with a

more international customer base and supply chain having fared worse. This is due to the

international companies possibly experiencing more exposure to the pandemic. A study by

Alfaro, Chari, Greenland, & Schott (2020) suggests that larger shedding of employees have

led to a lower drop in the stock market. This may be due to investors valuing the ease of

shedding labour costs versus capital costs. This would suggest that companies with a high

proportion of employees may be able to protect their market performance through labour cost

savings.



3. Hypotheses

The main hypothesis of this paper is the expectation that company characteristics do have an

effect on stock performance during the pandemic, as previous research supports this notion.

More specifically, there are a few characteristics that are expected to behave in a specific way

in relation to the Covid-19 situation and stock returns:

The liquidity of a company is expected to have a positive effect on stock performance,

as cash reserves have previously been a positive factor during financial crises, as was

noted by Fresard (2020), and also globally during the Covid-19 pandemic, per Ding et

al. (2020).

Leverage of a company on the other hand is expected to have a negative effect on

stock performance. This is backed by Giroud & Mueller (2016) and Ding et al.

(2020).

State interest in a company is expected to have a positive effect, as has been globally

relevant during the pandemic, as noted by Ding et al. (2020).

The proportion of employees to company size is expected to have a positive effect.

Alfaro, Chari, Greenland, & Schott (2020) suggest that during Covid-19, the ease of

cutting labour costs is appreciated by investors.

In addition, we also estimate the effects of Covid-19 and the corporate characteristics on

stock markets to be roughly in the same magnitude as previous research suggests. Even

though the pandemic has mostly stayed under control in Finland better than most countries,

as suggested by Ali et al. (2020), the stock market reactions do not seem to purely follow the

amount of cases.

4. Data

This section goes through the data that was used for the study and where the data was

gathered from.

4.1 Stock Market Data

Stock market data was gathered from the Datastream dataset in Thomson Reuters Eikon.

As I wanted to follow the effects of Covid-19 on the Finnish stock markets, I gathered stock

market data of all the companies listed on the Nasdaq OMX Helsinki, which amounts to 123



separate companies. Some of the companies are listed in multiple countries but we only

follow listings on the the Finnish stock market. Finland also has a Nasdaq First North-stock

market separately, but these companies were decidedly excluded, as other available data for

the companies was lacking and a big portion of the 20 companies on the Finnish Nasdaq First

North-stock market were special cases (e.g. zero revenue or companies that were not listed

from the start of the year) which can cause inaccuracies in regressions.

The gathered data included weekly prices and dividend adjusted weekly returns for the

listed companies. I also gathered 3-year weekly betas for the companies, but this was

unfortunately unavailable for companies listed less than 3 years ago, which equals 3

companies. In addition to company stock data, weekly returns and prices were also gathered

for the Nasdaq OMX Helsinki weighted index, with its beta of course being 1. The weekly

data was gathered from 1.1.2020 to 28.10.2020 and the datapoints are always on

Wednesdays. All weekly returns data was available for all of the companies on Nasdaq OMX

Helsinki apart from Musti Group, which was listed on 17.2.2020. Thus, weekly returns for

Musti Group were first available on 26.7.2020, missing 7 of the first weekly returns.

Altogether, this means that approx. 99,9% of weekly returns were available.

Awr1 (Abnormal weekly returns 1) equals company weekly returns minus weekly

domestic market returns (calculated each Wednesday). As an additional robustness check

with risk-adjusted returns, alike to the study by Ding et al. (2020), I use awr2 (Abnormal

weekly returns 2), which equals company weekly returns minus company beta times domestic

market returns (calculated each Wednesday).

4.2 Company financials

Financial data was mostly gathered from the Datastream dataset in Thomson Reuters

Eikon for all of the companies listed on Nasdaq OMX Helsinki as of 28.10.2020. Data from

the end of the companies last financial year was used. For most companies this means

31.12.2019. This was done instead of gathering the latest data because of two main reasons:

1) using the most recent data available would probably already include effects of Covid-19

and 2) using annual report data ensures parity as recent data might not be available for all

companies, meaning that some companies would have to still include older data. All of the

financial numbers with a currency value are in thousands of euros.



We utilize multiple financial characteristics that we were able to almost fully retrieve

from Thomson Reuters Eikon (with a couple exceptions that are mentioned later).

LN_Revenue is used as a metric for company size and is the natural logarithm of revenue.

The number of employees was not available through Thomas Reuters Eikon for all of the

companies, but the missing data was filled by going through the companies  annual reports.

Lia_P_Assets equals the debt ratio, meaning the ratio of liabilities to total assets, and is used

to measure the  leverage.

Profit equals the operating profit margin and is naturally used as a metric for profitability.

Growth equals the percentage growth of revenue between the last two financial years and is

used to gather picture of company development. Cash_P_Assets equals the ratio of cash and

equivalents to total assets and is a used as a metric for liquidity. Cash and equivalents were

unavailable through Thomson Reuters Eikon for two companies, Taaleri and Consti, and

unfortunately, I was unable to produce a trustworthy nu

reports, leaving these two observations missing. LN_Assets_P_Employee equals the natural

logarithm of the ratio of total assets to employees and is used to convey the number of

employees in proportion to company size. These characteristics convey a good amount of

information about a companies  pre-existing status and structure and thus they may also be

related to investor  expectations during the Covid-19 crisis. Summary statistics of the

different variables are showcased in Table 1.

4.3 Domestic status

We obtain data on how companies revenues are divided between domestic and

international mostly from the Datastream dataset in Thomson Reuters Eikon through revenue

segments, but also, due to lack of domestic data, for multiple companies by going through

their most recent annual reports. International is a dummy variable which equals 0 when 50%

or more of a compan  revenue is domestic and on the other hand equals 1 when under 50%

of the revenue domestic. It is used to roughly make a distinction between the more global and

the less global companies.

A percentage variable would offer better insight, but the use of a dummy variable instead

of an exact percentage was a forced choice, as exact percentages were often not available.

When domestic numbers were missing, some of the dummy variables were assigned through

such logical interpretation as for example Company A has 49% Nordic revenue, which meant



that domestic revenue must be under 50%. There were some cases (only a few) where for

example Company B has 55% European revenue, and subjective interpretation through the

annual report reveals that there are multiple markets as important as Finland in Europe, from

where we can slightly subjectively conclude that the domestic revenue is almost definitely

under 50%.

Out of the listed companies, this criterion ranked 41,5% (51) of companies as domestic

and 58,5% (72) of companies as international.

4.4 State interest

To estimate the amount of state interest in the listed companies, data on ownership of the

companies was gathered. This was done by manually going through the top 50 shareholders

of all the companies on Thomson Reuters Eikon. This means that any ownership in the top 50

shareholders of a company is included. Smaller holdings are not noted, but they also start to

be proportionally minuscule holdings. The data used was the most recent available, gathered

on 18.11.2020.

Ownership equals the percentage of stocks owned by the Finnish Government or entities

linked to it.  Non-domestic state ownership was left out of the variable as well as holdings of

Finnish cities. Only ownership linked to the Finnish Government was included. Pension

Insurance Companies and Unemployment Funds were noted, as even though they are

separate companies, their role in the Finnish welfare system is essential and their actions are

tightly monitored and guided by the government.

The most important entities that are not holdings straight under the government include

Mutual Pension Insurance Company Elo, Mutual Pension Insurance Company Ilmarinen,

Mutual Pension Insurance Company Varma Mutual Pension Insurance Company Veritas,

Social Insurance Institution of Finland, Keva Pension Agency, State Pension Fund, The

, The Mutual Unemployment Fund and Solidium

Oy (a investing company owned by the state). There were also some minor individual

holdings by smaller pension insurance companies which held only a single (or couple)

company.

The mean ownership by state-affiliated entities was approximately 8,96%, with the 25th

percentile being 2,34% and the 75th percentile being 11,7%. The biggest percentage was



65,1%, the ownership percentage of Finnair. As we can see, the proportion of ownership has

a big variation, with multiple stocks having an ownership of 0% (at least in the top 50

shareholders).

4.5 Covid-19

As stated by Ding et al. (2020) Covid-19 is an infectious respiratory disease caused by the

severe acute respiratory syndrome coronavirus 2. The World Health Organization (WHO) d

classified COVID-19 as a pandemic on March 11, 2020. Altogether, as of 28.10.2020,

Finland has had approximately 15 380 diagnosed cases and over 350 deaths linked to Covid-

19. We gather weekly Finnish Covid-19 data from the Datastream dataset in Thomson

Reuters Eikon. We obtain data on the daily and weekly updated total cases and active cases in

Finland. From the total cases we can calculate new cases for each week respectively. Fig. 2

plots the accumulated cases and Fig. 3 the daily new cases in Finland.

Our main measure of the Covid-19 situation in Finland is LN_Cases. LN_Cases equals

the natural logarithm of the growth of total cases in Finland. It is calculated as follows:

Where t stands for the week in question and t-1 stands for the previous week. Total cases

represents the total cumulative cases in Finland at the time of the week in question.

We use the growth rate of total cases due to the rationale presented by Ding et al.

(2020), which goes as follows: Changes in stock valuation reflect changes in the growth of

future cash flows. Thus, a higher growth rate for Covid-19 means lower growth of future cash

flows and accordingly a decrease in stock value. Therefore, we use the growth of Covid-19

cases to estimate the markets expectations for growth of future cash flows.

As a robustness check we use an additional measure of the Covid-19 situation in

Finland, which is LN_Active_cases. It measures the rate of change in active cases in Finland

is calculated as follows:

Where t stands for the week in question and t-1 stands for the previous week. Active cases

represents the amount of active cases in Finland on the Wednesday of the week in question.



5. Empirical results

In this section I will explain the main regression and go through the specific results. I will

also similarly explain the robustness checks performed.

5.1 Returns and Covid-19

I perform the following regression without company characteristics and without

comparing returns to the market to make sure that company stock market returns are overall

affected negatively by Covid-19 exposure:

Where t and c are used to index week and company respectively, wr equals the weekly

returns of company c in week t, and LNCases represents the change in the natural logarithm of

Covid-19 cases in Finland from week t-1 to week t.

LNCases has a significant and negative effect to stock returns. The average exposure to

Covid-19 (mean of LNCases) over the study period is approximately 0.224 and the coefficient

for LNCases is approximately -0.059. This suggests that the average exposure to Covid-19 is

expected to lower stock prices by -1.33 percentage points in a week (0.224*(-0.0592) =

0.0132) when compared to the normal weekly market return, but this estimate seems very

high.

5.2 Company characteristics regression

I use the following regression to capture the relation of company characteristics and

stock returns during the Covid-19 crisis:

Where t and c are used to index week and company respectively, awr (abnormal weekly

returns) equals weekly returns of company c in week t - weekly market returns (in Finland) in

week t, Characteristics represents all of the company characteristics for company c and



LNCases represents the change in the natural logarithm of Covid-19 cases in Finland from

week t-1 to week t.

The results, showcased in Table 2, suggest the following: Companies with higher

liquidity are more resilient to the effects of Covid-19 and companies with higher leverage,

meaning higher proportion of debt to assets, are on the other hand less resilient. In addition,

the internationality of a company has a negative effect on resiliency to Covid-19, but this

result is not robust, as will be showcased later in the robustness sections, which is why we

will not analyse it further. We can also interpret from the regression that the other tested

characteristics are not significant in relation to Covid-19 exposure and weekly returns. The

interactions between LN_Cases and Cash_P_Assets are positive and significant, whereas the

interactions between LN_Cases and Debt_Ratio and Internationality are negative and

significant. When regressing with only financial variables, the results are still robust, but

Cash_P_Assets is robust only at the 10% level. To further explain the test results and

showcase their economical impact, I am going to use the average change in Covid-19

exposure (the mean of LN_Cases = 0.224) and interact it with the coefficients. The regression

suggests that a one standard deviation increase in Cash_P_Assets (0.115) leads to a 0.09

percentage point (0.115*0.0355*0.224) increase in weekly returns with the average change in

Covid-19 exposure. Similarly, a single standard deviation increase in Debt_Ratio (0.209)

leads to a 0.12 percentage point (0.209*-0.0264*0.224) decrease in weekly returns with the

average change in Covid_19 exposure. For the whole study period, which was 43 weeks, this

amounts to a difference of 3.93 percentage points for a one standard deviation increase in

Cash_P_Assets, and a difference of -5.31 percentage points for a one standard deviation

decrease in Debt_Ratio. Our results are in the similar magnitudes when compared with the

study by Ding et al. (2020), and study by regarding 2008 stock market crash, and also our

significant variables are consistent with previous research and also with our hypotheses.

To measure whether these results are related with exposure Covid-19 specifically, I

use the following regression, which excludes the Covid-19 exposure multiplier:

Where again t and c are used to index week and company respectively, awr (abnormal weekly

returns) equals weekly returns of company c in week t - weekly market returns (in Finland) in

week t and Characteristics represents all of the company characteristics for company c. This

regression suggests that none of the tested company characteristics are significant without the



effect of Covid-19 exposure, which means that the variables mentioned before indeed do

seem to affect resilience to Covid-19 market shocks.

5.3 Robustness check  CAPM-model

 I use the following regression to test the robustness of results to an alternative

measure of abnormal returns by utilizing the CAPM-model:

Where t and c are used to index week and company respectively, awr2 (abnormal

weekly returns) equals weekly returns of company c in week t  (company beta*weekly

market returns (in Finland) in week t), Characteristics represents all of the company

characteristics for company c and LNCases represents the change in the natural logarithm of

Covid-19 cases in Finland from week t-1 to week t.

In this robustness check, I still find the interaction of Cash_P_Assets and LN_Cases

positive and significant and the interaction of Debt_Ratio and LN_Cases negative and

significant, making the results robust regarding this check. They are also both robust when

regressing only with the financial variables. The interaction of LN_Cases and Internationality

however is not significant and actually has a positive effect instead of the negative one

observed in the main regressions. Thus, Internationality does not pass this robustness check.

In addition to these results, firm size seems to be significant, but this result is also not robust

due to it not being significant in the main regressions. To quickly gauge the robustness of the

suggested economic impact of liquidity and leverage, I will again calculate the results for

both using their standard deviations, regression coefficients and the average weekly change in

Covid-19 exposure. For Cash_P_Assets, a one standard deviation (0.115) increase is linked to

a 0.13 percentage point (0.115*0.0524*0.224) increase in weekly returns, and for

Debt_Ratio, a one standard deviation (0.209) increase is linked to a 0.09 percentage point

(0.209*-0.0183*0.224) decrease in weekly returns. These results are also in the same

magnitude with the ones from the main regression. In addition, also this regression was tested

without the Covid-19 multipliers, and as with the main regression, none of the variables were

statistically significant.



5.4 Robustness check  Alternative Covid-19 measure

I also use another regression model to test the robustness of results to an alternative measure

of exposure to Covid-19, by using active cases instead of total cases:

Where t and c are used to index week and company respectively, awr (abnormal weekly

returns) equals weekly returns of company c in week t - weekly market returns (in Finland) in

week t, Characteristics represents all of the company characteristics for company c and

LNAct_Cases represents the change in the natural logarithm of active Covid-19 cases in Finland

from week t-1 to week t.

In this robustness check, I still find the interactions between Covid-19 exposure and liquidity

and leverage significant. The interaction between LN_Act_Cases and Cash_P_Assets is still

positive and significant and the interaction between LN_Act_Cases and Debt_Ratio is

negative and significant. When regressing with only financial variables, both are still robust,

but Cash_P_Assets only at the 10% level. Additionally, Internationality is not significant

enough to fully pass this robustness check either, it is only significant at the 10% level. To

gauge the robustness of the suggested economic impact of liquidity and leverage, I once

again calculate the results for both using their standard deviations, regression coefficients and

the average weekly change in Covid-19 exposure, but this time using the mean for

LN_Act_Cases (0.191). For Cash_P_Assets, a one standard deviation (0.115) increase is

linked to a 0.06 percentage point (0.115*0.0279*0.191) increase in weekly returns, and for

Debt_Ratio, a one standard deviation (0.209) increase is linked to a 0.08 percentage point

(0.209*-0.0189*0.191) decrease in weekly returns. These results are also in the same

magnitude with the ones from the main regression.

6. Conclusion and closing remarks

This paper built upon the study by Ding et al. (2020) to more specifically study which

factors affect company stock market performance in Finland in relation to Covid-19. The

study was performed with weekly stock market data from 123 Finnish companies listed on

Nasdaq OMX Helsinki, data on company characteristics of the companies, and weekly

Covid-19 situation in Finland. I used multiple company characteristics including financial

data and a couple other metrics to analyse their effects, including 1) firm size, 2) profitability,



3) leverage, 4) liquidity, 5) amount of employees (in proportion to firm size), 6) growth, 7)

internationality, as in whether the company is internationally established, and 8) state interest,

as in ownership of company stock by entities close to the government. I analysed the

interactions of the characteristics and the Covid-19 situation to study their possible effects on

company stock returns.

The results are in line with the main hypothesis of this study, as two of the company

characteristics had a significant effect on stock market returns in relation to the Covid-19

situation. Importantly, I also confirm that Covid-19 is related to decreases in stock

performance in Finland. Also, when tested without the relation to the Covid-19 situation,

none of the company characteristics were significant, which confirms that the significant

characteristics have an effect specifically in relation to Covid-19.

For the two significant characteristics: I find a significant positive relation between

pre-2020 liquidity and stock market performance in relation to the Covid-19 situation, as was

one of the hypotheses. The effect was also robust through our robustness checks. This

suggests that investors experience higher confidence in companies with liquidity, as the crisis

has depleted companies cash reserves, as noted by Kargar, Lester, Lindsay, Liu, Weill &

Zúñiga (2020), and bigger reserves equal a better chance of being able to meet costs and

debts. I also find significant but negative relation between pre-2020 leverage and stock

market performance in relation to the Covid-19 situation, which was also hypothesized. This

effect was robust through our robustness checks, but only at the 10% level for two of them.

The negative effect of leverage suggest decreased investor confidence, which may be due to

increased leverage increasing risks of default, as noted by Baxter (1967), or increased

leverage depleting the possibility to take on further debt, as suggested by Cai & Zhang

(2011). For the other two hypotheses, I am unable to confirm them as neither the number of

employees in proportion to firm size or state interest came up as significant. I am also unable

to confirm any of the other characteristics influencing stock performance, due to the

characteristics not being significant, or if they were, the significance was not robust.

While the situation created by Covid-19 is very different from past financial crises,

the results I managed to gather regarding liquidity and leverage are mainly consistent with

previous studies regarding company characteristics and financial crises. The results are in line

with the main reference study utilized, by Ding et al. (2020), and other relevant papers, even

though I was unable to find some of the interactions significant that previous studies had



found. The economic impact we find regarding liquidity and proportion of debt are in the

same magnitude as previous studies, and thus in line with previous results.

This study builds upon previous studies on Covid-19, mainly the study by Ding et al.

(2020), and offers new information by providing a country specific view for Finland on the

relationship between Covid-19 and company characteristics. As a self-critique, the smaller

sample size caused by a country-specific study into a small country like Finland and the

limited time period may cause other variables and characteristics to not show up as

significant. With the smaller sample size, in the worst case, only a few companies with a

untypical combination of characteristics may shuffle the results enough, that the analysis is

unable to pick up certain characteristics as significant. Unfortunately, this could mostly only

be overwritten by going into the companies very in-depth to be able to include company-

specific variables to account for this.

For further research I realize two interesting and natural routes. First, studying the

effects of Covid-19 should be continued as the pandemic is still far from over and the effects

are expected to be long lasting. When performing continuing research, it would also be

interesting to separate varying time periods to see whether the characteristics affecting

performance change over time. Second, the relation between government actions on stock

performance should be studied in depth, especially in relation to company characteristics.

This is difficult to perform country-specific, as for example in Finland the small sample size

may once again prove difficult, but if successful, it would provide very valuable and

interesting information.



7. Attachments

Table 1: Summary of variables

Table 1 provides the main statistics of the variables used in this study. In the column
headings N stands for the number of observations with data, Mean and Std.Dev stand for the
mean and standard deviation of the variable in question, P25, P50 and P75 describe the value
at the corresponding percentile of the distribution of the variable (meaning that P50 is the
median), and Min and Max stand for the smallest and largest value respectively.



Table 2: Company characteristics without Covid-19 relation

Table 2 reports the regressions we use to test that the differences in stock market performance
connected to company characteristics are indeed in relation to Covid-19, by testing that none of the
characteristics are significant without the Covid-19 multiplier. The regression analyses how stock
prices have responded this year to varying company characteristics. The characteristics used are
LN_Revenue, Profit, LN_Assets_P_Employee, Liabilities_P_Assets, Cash_P_Assets, Growth,
Internationality, and Ownership. In some of the regressions only financial characteristics are used to
test the consistency of results. The differences between company returns and market returns are used
as the dependent variable with regressions 1) and 2) and the beta-adjusted returns are used as the
dependent variable with regressions 3) and 4). The table reports the estimated coefficient as the first

* signal
statistical significance at the 10%, 5%, 1% and 0.1% levels respectively.



Table 3: Interaction between company characteristics and Covid-19

Table 3 analyses how stock prices respond to the Covid-19 situation in relation to multiple company
characteristics. The characteristics interacted with Covid-19 are LN_Revenue, Profit,
LN_Assets_P_Employee, Liabilities_P_Assets, Cash_P_Assets, Growth, Internationality, and
Ownership. In some of the regressions only financial characteristics are used to test the consistency of
results. The differences between company returns and market returns are used as the dependent
variable with regressions 2), 3),4 and 5 and the beta-adjusted returns are used as the dependent
variable with regressions 6) and 7). Company weekly return is used as the dependent variable with
regression 1). LN_Cases is used as the Covid-19 multiplier in regressions 1),2),3),6) and 7), while
LN_Active_Cases is used as the Covid-19 multiplier in regressions 4) and 5).



Figure 1: Nasdaq OMX Helsinki prices between 1.1.2020 and 28.20.2020

Figure 2: Cumulative Covid-19 cases in Finland up to 28.10.2020

Figure 2: Daily new Covid-19 cases in Finland up to 28.10.2020
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