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Abstract

Financial markets are considered as a vital center in modern
economic systems, where they play an important role in mobilizing
savings and directing them towards investment, facilitating the cash
flows from savers to investors, and appropriate pricing of securities
through the supremacy of the supply and demand mechanism. Our
thesis aims to examine the effect of the Covid-19 pandemic on the
daily indices returns during the period of 02/01/2020 to 22/04/2022,
our sample includes three indices S&P500, FTSE100, CAC40 in
addition to volatility index. In order to achieve our investigation, we
used the T-GARCH model. The main results showed the large effect
of the bad news on the return’s indices fluctuation in compare with the
bad news, which can be explained by the economic, financial and
political instability .

Keywords: Financial markets, indices return, Covid-19, prices
fluctuation, volatility index, T-GARCH model
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R S P500 RCAC40 RFTSE_100 RVIX
Mean 0.000466 8.43E-05 -5.59E-05 0.001405
Std. Dev. 0.016133 0.017398 0.016034 0.088083
Skewness -0.953146 -0.837314 -1.074005 1.251569
Kurtosis 17.00259 13.27976 16.38692 7.402362
Jarque-Bera 4834.558 2626.068 4450.065 620.8590
Probability 0.000000 0.000000 0.000000 0.000000
Sum 0.270963 0.048976 -0.032499 0.816351
Sum Sq. Dev. 0.150963 0.175553 0.149110 4.500002
Observations 581 581 581 581
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Null Hypothesis: R_S P500 has a unit root

Exogenous. Constant
Lag Length: 8 (Automatic - based on SIC, maxlag=18)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.841933 0.0000
Test critical values: 1% leve -3.441553

5% level -2.866374

10% leve -2.569404

*MacKinnon (1996) one-sided p-values.

Eviewszsb, Jo slasyl (Il slas] e 1 el

CACA0 o5 gy izl Aty gt il 217 3y Joudr!

Null Hypothesis: RCAC40 has a unit root
Exogenous. Congtant
Lag Length: O (Automatic - based on SIC, maxlag=18)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -23.50774 0.0000
Test critical values: 1% leve -3.441395
5% level -2.866304
10% level -2.569367

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: RFTSE_100 has a unit root
Exogenous. Congtant
Lag Length: O (Automatic - based on SIC, maxlag=18)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -23.66155 0.0000
Test critical values: 1% leve -3.441395

5% level -2.866304

10% leve -2.569367

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: RVIX has aunit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=18)

t-Statistic Prob.*

Augmented Dickey-Fuller test satistic -26.85166 0.0000
Test critical values: 1% level -3.441395
5% level -2.866304
10% level -2.569367

*MacKinnon (1996) one-sided p-values.
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Dependent Variable: R_S P500

Method: ML ARCH - Normal distribution (Marquardt / EViews legacy)

GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)* RESID(-1)"2* (RESID(-1)<0) +
C(6)* GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prob.
(o 0.000732 0.000452 1.620387 0.1051
R_S P500(-1) -0.072415 0.052878 -1.369470 0.1709

Variance Equation

C 8.65E-06 1.90E-06 4.559433 0.0000
RESID(-1)"2 0.153601 0.031469 4.881048 0.0000
RESID(-1)"2* (RESID(-1)<0) 0.185404 0.062461 2.968310 0.0030
GARCH(-1) 0.719537 0.038380 18.74762 0.0000
R-squared 0.033792 Meandependent var 0.000479
Adjusted R-sguared 0.032121 S.D. dependent var 0.016144
S.E. of regression 0.015883 Akaike info criterion -6.153242
Sumsquaredresid 0.145806 Schwarz criterion -6.108107
Log likelihood 1790.440 Hannan-Quinn criter. -6.135645
Durbin-Watson stat 2.375946
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Dependent Variable: RCAC40

Method: ML ARCH - Normal distribution (Marquardt / EViews legacy)

GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)* RESID(-1)"2* (RESID(-1)<0) +
C(6)* GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prob.
C -7.62E-05 0.000567 -0.134454 0.8930
RCAC40(-1) -0.025331 0.041063 -0.616889 0.5373

Variance Equation

C 2.66E-06 5.85E-07 4.555446 0.0000
RESID(-1)"2 -0.026149 0.007141 -3.661622 0.0003
RESID(-1)"2* (RESID(-1)<0) 0.144266 0.014771 9.767113 0.0000
GARCH(-1) 0.941346 0.006687 140.7808 0.0000
R-sguared -0.001786 Meandependent var 8.98E-05
Adjusted R-squared -0.003519 S.D. dependent var 0.017412
S.E. of regression 0.017443 Akaikeinfo criterion -5.692871
Sumsquaredresid 0.175856 Schwarz criterion -5.647736
Log likelihood 1656.933 Hannan-Quinn criter. -5.675274
Durbin-Watson stat 1.900806
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Dependent Variable: RFTSE_100

Method: ML ARCH - Normal distribution (Marquardt / EViews legacy)

GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)*RESID(-1)"2* (RESID(-1)<0) +
C(6)* GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prob.
C -0.000322 0.000563 -0.571072 0.5680
RFTSE_100(-1) -0.053243 0.047982 -1.109645 0.2672

Variance Equation

C 6.95E-06 1.66E-06 4.176542 0.0000
RESID(-1)"2 0.008207 0.014757 0.556157 0.5781
RESID(-1)"2* (RESID(-1)<0) 0.118271 0.020262 5.837206 0.0000
GARCH(-1) 0.894292 0.019530 45.79136 0.0000
R-squared -0.004503 Meandependent var -4.99E-05
Adjusted R-squared -0.006241 S.D. dependent var 0.016047
S.E. of regression 0.016097 Akaikeinfo criterion -5.844548
Sumsquaredresid 0.149769 Schwarz criterion -5.799413
Log likelihood 1700.919 Hannan-Quinn criter. -5.826951
Durbin-Watson gat 1.854429
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Dependent Variable: RVIX

Method: ML ARCH - Normad distribution (Marquardt / EViews legacy)

GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)* RESID(-1)"2*(RESID(-1)<0) +
C(6)* GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prab.
C 0.001680 0.003915 0.428963 0.6680
RVIX(-1) -0.015018 0.042985 -0.349386 0.7268

Variance Equation
C 0.000698 0.000147 4.747489 0.0000
RESID(-1)"2 0.117382 0.025812 4.547508 0.0000
RESID(-1)"2* (RESID(-
1)<0) -0.261586 0.041321 -6.330649 0.0000
GARCH(-1) 0.891088 0.025902 34.40193 0.0000
R-squared 0.003143 Meandependent var 0.001206
Adjusted R-squared 0.001419 S.D. dependent var 0.088028
S.E. of regression 0.087965 Akaikeinfo criterion -2.141351
Sumsquaredresid 4.472478 Schwarz criterion -2.096217
Log likelihood 626.9919 Hannan-Quinn criter. -2.123755
Durbin-Watson stat 2.185143
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