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Abstract

Numerous studies confirmed that COVID-19 still has a negative
impact on financial market performance worldwide, which
inversely affected investors’ perceptions and decisions by
creating uncertainty and a risky investment environment
(Bagdo, Dias, Heliodoro, & Alexandre, 2020). Therefore,
the current study tries to assess the influence of the COVID-19
pandemic on Bahrain Stock Exchange indexes during
the pandemic peak period in 2021. The effect of the COVID-19
pandemic on the Bahrain Stock Exchange is analysed using
the autoregressive distributed lags (ARDL) approach. Daily
observations from January 1, 2021, to September 30, 2021, in
Bahrain, encompassing the pandemic peak period. COVID-19
pandemic used to represent independent variables by new daily
cases (positive), death cases and recovered patient cases.
Meanwhile, the study utilized the Bahrain Stock Exchange for
the dependent variables, including both Bahrain all-share index
(BASI) and the Bahrain Islamic index (BII). The findings showed
a negative and negligible association between BASI, BII, and
COVID-19. The study found that both indexes and daily
retrieved cases exhibit a favorable correlation during
the research period. Additionally, the analysis concluded that
both indexes are roughly moving in the same way in reaction to
the present epidemic.
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1. INTRODUCTION

health-related. For instance, in 2008, the global
financial markets were impacted by one of the most

Global financial markets have been battered by severe financial crises in history, from which
a variety of crises over the previous few decades; the markets are still reeling. The globe was recently
these crises ranged from economic to financial to  assaulted by an unexpected healthy pandemic at
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the end of 2019, dubbed the coronavirus pandemic
(COVID-19), which spread rapidly around the world.
Specifically, the first instance was identified in
December 2019 in Wuhan, the capital of China’s
Hubei province. As a result of Wuhan’s strategic
geographic location and the city’s massive population,
particularly in conjunction with the Chinese New
Year, the daises were able to progressively spread
to other provinces, with many instances recorded
beyond Wuhan in early January 2020. Wuhan halted
all modes of transit at the time, including metros,
buses, trains, airplanes, and any other kind of
long-distance passenger transportation. However,
Chain’s government developed a variety of public
health policies to halt the virus’s spread. As a result,
the World Health Organization (WHO) began issuing
the first worldwide alert about this virus (WHO
2020), indicating that the virus has spread
internationally and become a significant concern.
At the end of January 2020, a number of nations
were attacked by this virus, particularly those with
a big population and a high number of confirmed
cases, such as the United States of America, Italy,
France, Germany, Spain, and South Korea.
Additionally, the virus was spread globally, affecting
both developed and poor countries. Bahrain, on
the other hand, was not immune to this virus, as
the ministry of health verified the country’s first
case on February 24, 2020. As a result, the ministry
implemented additional public health policies
and procedures in accordance with the WHO’s
international standards in order to halt the spread
of the epidemic. Among those procedures were
the government’s closure of schools, universities,
and other educational institutions, as well as any
enterprises that could serve as a source of speared
the virus among the population. Additionally,
the government prohibited any gathering. Mazur,
Dang, and Vega (2021) discovered that the pandemic
had a favorable effect on software, food, natural gas,
and healthcare, but had a negative effect on real
estate, petroleum, entertainment, and hospitality.
Additionally, Duan, Wang, and Yang (2020) discovered
that small- and medium-sized enterprises, which
play a critical role in the Chinese economy, have
been adversely affected by the pandemic due to
decreased consumption and increased expenditure
on rents, wages, and interest, which could further
undermine the banking system’s and financial
markets’ stability. However, Sharma (2020) examined
the impact of COVID-19 stock volatility on selected
developed and developing countries. The study
discovered that the pandemic has a statistically
significant effect on stock volatility; the study also
discovered that the effect varies by country;
the study discovered that developed countries
(higher-income countries) initially overreacted and
recovered more quickly than developing countries
(lower-income). Gil-Alana and Claudio-Quiroga (2020),
on the other hand, argue that the influence of
the COVID-19 pandemic on stock markets will vary
depending on the market’s characteristics. As
a result of the conflicting findings of previous
research, the current study aims to provide new
evidence on the impact of COVID-19 on the financial
market in one of the emerging markets — Bahrain —
by analyzing the impact on both Bahrain all-share
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index (BASI) and the Bahrain Islamic index (BII),
during a peak period for COVID-19 in Bahrain.
Bahrain Stock Exchange contains two indexes covering
different sectors, one of the most important sectors
is the financial sector, which represents more than
17.8% of the country’s GDP. Bahrain’s economy is
different from other GCC countries as did not rely
on the oil and gas industry for its GDP. Moreover,
Bahrain is repositioning itself to be a financial
technology hub of the region combining conventional
and Shariah-compliant financial technology solutions.
Bahrain Stock Exchange showed a decline of 7.5%
from 2019 to 2020 as a result of the decline of
the corporation’s profitability by 61.2%, from
BD 858.5 million in 2019 to BD 332.7 million in 2020.
The corporations listed on the Bahrain Stock
Exchange are mostly from financial sectors which
represent around 50% of the corporations listed
(Central Bank of Bahrain, 2021). However, the finance
sector is the sector that has been most affected by
several crises in previous decades. Accordingly, from
the previous discussion, the current study tries to
analyse the relationship between COVID-19 and
Bahrain Stock Exchange market and explain how
the stock market was impacted by this pandemic.
Zhang, Hu, and Ji (2020) claimed that the economy
global effects of the current COVID-19 have not
been fully evident vyet, financial markets have
already responded to the pandemic with dramatic
movements. In most countries, stock values have
declined overly and the market has more fluctuations.

Accordingly, the value of this paper consists in
that, to the author’s knowledge, this is the first
research to examine the influence of the COVID-19
pandemic on Bahrain’s two financial indexes (BASI
and BII) during the pandemic’s peak period, which
reached more than 3,000 cases per day. As a result,
the author believes that the findings of this study
will benefit a variety of parties, including current
and potential investors, government officials,
scholars, and researchers, by providing a better
understanding of the relationship between
the COVID-19 pandemic and financial stock
exchanges in emerging markets.

The remainder of the paper is organized as
follows. In addition to the current introduction,
the following sections include a literature review
in Section 2 that summarizes previous empirically
related studies. Section 3 dwells on the COVID-19
pandemic in Bahrain. Section4 outlines the
methodology and data collection. Section 5 discusses
the analysis and results. Section6 contains
the concluding remarks and general discussion.

2. LITERATURE REVIEW

The influence of financial crises on the financial
system, stock market, and economic development
has been extensively studied (Hasan, Oudat, Alsmadi,
Nurfahasdi, & Ali, 2021). Oudat, Ahmad, and Yazis
(2016) examined the link between macroeconomic
factors, including global events, such as the 2008
financial crisis. While Kaya and Engkuchik (2017)
investigated the influence of financial crises on
global stock market liquidity. Additionally, Samsi,
Cheok, and Yusof (2019) examined the influence of
the Asian and global financial crises on economic
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development in the Asian Five Nations. On the other
hand, other scholars have confirmed in their studies
that COVID-19 has had an effect on global financial
markets. Bagao et al. (2020) examined the impact of
COVID-19 on European financial markets, using
confirmed cases and deaths as variables to represent
COVID-19 from December 31, 2019, to July 23, 2020.

Topcu and Gulal (2020) investigated the impact
of the COVID-19 epidemic on emerging stock
markets from March 10 to April 30, 2020. Their
research discovered that epidemics had a detrimental
effect on stock markets. Ashraf (2020) examined
the stock market’s response to the COVID-19
epidemic, utilizing daily data to accomplish the
study’s objective. COVID-19 pandemic, as measured
by confirmed and fatal cases, as well as profitability
in 64 markets, from January 22 to April 17, 2020.
The findings indicate that the financial markets
reacted unfavorably to the increase in confirmed
cases of COVID-19. This indicates that as the number
of verified instances grew, stock market profits
decreased. Ali, Alam, and Rizvi (2020) investigated
the financial markets’ responses as the COVID-19
epicenter shifted from China to Furope and
subsequently to the United States. The data suggest
that while China’s (original) epicenter is stabilizing,
global markets have begun a free slide, particularly
during the contagion phase (later). Additionally,
Baker et al. (2020) examined the extraordinary stock
market impact of COVID-19. Their findings indicated
that no earlier epidemic of infectious sickness,
including the Spanish Flu, had the same profound
effect on the stock market as the COVID-19
pandemic. Additionally, they discovered that
government limitations on economic activity and
social distance are the primary causes for the United
States stock market’s stronger response to COVID-19
than to prior illness outbreaks. Erdem (2020)
discovered that the COVID-19 has a detrimental
effect on stock market returns and a beneficial
effect on volatility in 77 nations. More recently, Wu,
Lee, Xing, and Ho (2021) examined the influence
of the COVID-19 outbreak on the stock price
movements of the Chinese tourist sector, and found
that COVID-19 had a negative effect on the stock
price. Hong, Bian, and Lee (2021) examined the link
between the COVID-19 epidemic and the uncertainty
associated with price volatility and stock return
predictability in the United States between January 1,
2019, and June 30, 2020. The data indicated that
both the S&P 500 and DJIA (Dow Jones Industrial
Average) price volatility and return predictability
suffered a single structural breach. In line with
previous studies, Ciitcti and Kili¢ (2020) stated that
COVID-19, which is considered a worldwide health
problem, does not only impact real economy and
social life, but it has a major impact causes on stock
value in financial markets. However, Baldwin and
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Weder di Mauro (2020) stated that the current
pandemic has disrupted the economy globally,
claiming that it can be economically contagious as
much as it is medically so. On the other hand,
Karabag (2020) argues that although the pandemic
is generally delineated as a period of danger,
instability, and uncertainty, this pandemic will also
provide beneficial contributions to accelerate
the spread of digital technologies and micro-level
initiatives around the world.

To summarize, the current study’s primary
objective is to contribute to the provision of new
evidence from the Bahrain Stock Exchange to
investors and decision-makers in Bahrain’s stock
market, where various investors constantly seek
benefits of diversification in their investments, as
well as to assist regulators in developing beneficial
policies that contribute to the market’s efficiency.
Thus, the purpose of this study is to examine
the link between the COVID-19 data series (new daily
cases, new daily death cases, and new daily
recovered cases) and two indexes (BASI and BII) of
the Bahrain Stock Exchange from January 1, 2021, to
September 30, 2021.

3. COVID-19 PANDEMIC IN BAHRAIN

By initiating the pandemic at the start of 2020,
Bahrain reported the first case in February 2020.
Accordingly, Bahrain’s government has implemented
a variety of procedures and policies to combat
pandemic threats, including the closure of schools
and other educational institutions, non-essential
firms and businesses, and tight restrictions on
population movement, while no full lockdown was
ever implemented in the country, even during
the pandemic’s peak period. However, the country’s
economic sectors have deteriorated. Despite
the government’s efforts to assist industries in
overcoming the pandemic, GDP growth has slowed
to 5.81% in 2020, down from 1.98% in 2019.
Additionally, the unemployment rate climbed from
4.09% to 1.56% in 2020, up from 1.56% in 2019.
Additionally, the interest rate was reduced from 2.5%
in 2019 to 1% in 2020 (The World Bank').

Figure 1 depicts Bahrain’s experience with
the COVID-19 pandemic during the research phase.
Figure 1, on the other hand, shows that on
September 23, Bahrain achieved its peak in new
daily positive cases, reporting 3177 instances, while
the greatest number of new daily death was
recorded on June 1, 29 cases, for the most daily
recovered cases during the research period. Because
of this, the chart shows that daily death cases have
decreased from 0 to 1 over the previous two months,
but new positive daily cases have increased over
the same period.

! https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?locations=BH
®
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Figure 1. Bahrain COVID-19 pandemic over the period from January 1, 2021, to September 30, 2021
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Source: Bahrain Ministry of Health (https://healthalert.gov.bh/en/category/daily-covid-19-report).

Figure 2 displays the Bahrain Stock Exchange
for both indexes, BASI and BII, during the study
period. However, the figure shows that the BASI and
BII have been directly affected by the pandemic as
during the highest number of new positive cases
daily the indexes are slightly declined. While with
the time decreasing of the new daily positive cases
the indexes are improved to report the highest

points which reached 1,705.56 points for BASI while
671.28 points for BII. That means the prices of
the shares in both indexes started to be improved
as the financial markets partially recovered with
decreasing of the lowest daily positive cases in this
pandemic. That leads to raising the investors’
confidence in the financial markets again after a long
time decreased.

Figure 2. Bahrain Stock Exchange indexes over the study period from January 1, 2021, to September 30, 2021
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Source: Bahrain Bourse (https.//www.bahrainbourse.com/).

A number of prior empirical studies have
looked at the impact of COVID-19 on stock market
performance, including those conducted by Topcu
and Gulal (2020), Ashraf (2020), Erdem (2020),
Baker et al. (2020), as well as Lee and Chen (2020).
According to their research, the COVID-19 pandemic
has a detrimental influence on the financial
stock markets. The COVID-19 epidemic has spread
throughout Bahrain’s different industries, including
the banking industry.

The present study will add to the existing
literature in several ways. For starters, most prior
studies focused on industrialized nations, such as
the United States and Europe. However, this study
focuses on one of the smallest developing countries
(Bahrain). Secondly, most of the previous studies
tackled the public index for their financial market,
while the current study tackles two different indexes
(public and Islamic) to show if there is any
difference in how the Islamic shares respond to
the pandemic compared with the public index.
Thirdly, Bahrain has witnessed a peak of the new
daily positive, deaths and recovered cases during
2021, the current study will cover this time. Finally,
few studies employed the autoregressive distributed
lags (ARDL) approach to analyse the relationship
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between the COVID-19 pandemic and stock exchange
as most previous studies used the multiple
regression method.

4. RESEARCH METHODOLOGY

Secondary data, time series daily data ranging from
January 1, 2021, to September 30, 2021, including
176 observations that complied with Bahrain Stock
Exchange working days, were used to determine
the influence of the COVID-19 pandemic on
the Bahrain Stock Exchange. The needed data for the
COVID-19 pandemic was obtained from the Bahrain
Ministry of Health website, while the other data for
the stock market was obtained from the Bahrain
Bourse official website. However, in order to analyse
the gathered data, the augmented Dicky-Fuller (ADF)
unit root test was used to ensure that the present
research variables were stationary. Furthermore,
the co-integration connection between the COVID-19
pandemic and Bahrain Stock Exchange indexes was
investigated using the limits F-statistic test.
Furthermore, the ARDL method was used to
investigate short-run connections between the
independent and dependent variables. Employing
the ARDL approach in the current paper is for
&
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different reasons. The ARDL approach generates
consistent estimates of the long-run coefficients that
are asymptotically normal regardless of whether
the underlying regressors are 1(0), I(1), or fractional
integrated. Furthermore, Pesaran and Pesaran (1997)
discovered that the ARDL approach might be
a reliable estimation and hypothesis testing tool for
the long-run coefficients for a small sample in both
cases where the underlying are I(1) or I(0).

Model 1

The current study formulated the hypotheses, which
are as follows:

HI: There is a short- and long-run negative
relationship between COVID-19 and BASL

H2: There is a short- and long-run negative
relationship between COVID-19 and BIL.

Accordingly, the following models have been
developed for this purpose:

h

ALBASI, = By + B11LBASI,_; + P1,LNDC,_; + By3LNDD,_; + B4, LNDRC,_, + Z vy, ALBASI,_; +

h h

t=s

(1)

h

+ Z V1, ALNDC,_¢ + Z v13ALNDD,_¢ + Z V14 ALNDRC;_g — Tyecty_q + &4

t=s t=s

Model 2

t=s

h
ALBII, = By + By1LBIIl,_; + P12LNDC,_y + BysLNDD,_, + B14LNDRC,_, + Z vy, ALBIL,_; +

h h

t=s

2)

h

+ Z V1, ALNDC,_¢ + Z v13 ALNDD,_; + Z V14 ALNDRC;_g — T ecty_q + €14

t=s t=s

where,

A is the difference operator;

L is the natural logarithm;

Bi(i = 1...4) indicates the intercept terms;
v;(i=1..4) denotes the short-run coefficient;
7;(i=1..4) represents the coefficient of error
correction terms, i.e., (ect;_,);

g¢(i = 1...4) stand for the error terms;

h indicates the lag length selected using t which
represents the lag order;

B;(i =1..4) denotes the long-run coefficient.

5. EMPIRICAL RESULTS

The unit root test is the initial test that must be
utilized to conduct the present research analysis.
The ADF was used in this investigation to ensure
that the data was stationary. As a result, Table 1
shows the results of the unit root test. The findings
show that none of the variables are significant

t=s

at the level of intercept, trend and intercept.
Nonetheless, at the 1% significance level, all planned
variables are stationary when the data is transformed
to the first difference. The second test, however,
is to find the best lag selection for both equations
models, and the study used the vector autoregression
(VAR) model to do so.

The results of the VAR lag order selection
criteria for both models are shown in Tables 2 and 3.
Table 2 shows that the sequential modified
likelihood ratio (LR) statistic test, final prediction
error (FPE), Akaike information criterion (AIC), and
Hannan-Quinn information criterion (HQC) all
suggest a lag of order 4, whereas only the Schwarz
information criterion (SIC) suggests a lag of order 2
for the first model (BASI). Table 3 further
demonstrates that for the second model, all criterion
methods (LR, FBE, AIC, SIC, and HQC) are proposed
with a 2 lag duration (BII).

Table 1. Unit root test results

Variables Level First difference
Intercept Trend and intercept Intercept Trend and intercept
BAS 1.5731 -2.650632 -13.23186*** -13.54036%**
BII -1.049999 -1.823816
NDC -1.343294 -1.621700
NDD -1.785167 -1.778047 .
NDR -1.299583 -1.857368 -13.88133***
Note: ***, ** * jndicate significant at 1%, 5%, and 10% levels, respectively.
Table 2. BASI model lag selection criteria
Lag LogL LR FPE AIC SIC HQC
0 -3921.808 NA 3.08e + 15 47.01566 47.09034 47.04597
1 -3052.672 1686.228 1.13e + 11 36.79847 37.17188 36.95003
2 -3002.636 94.67902 749e + 10 36.39085 37.06299* 36.66366
3 -2975.423 50.18859 6.56e + 10 36.25657 37.22744 36.65062
4 -2945.614 53.54996* 5.57e + 10* 36.09118* 37.36079 36.60649*

Notes: LR: sequential modified likelihood ratio test statistic (each test at 5% level); FPE: Final prediction error; AIC: Akaike information

criterion; SIC: Schwarz information criterion; HQC: Hannan-Quinn information criterion.
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Table 3. BIl model lag selection criteria

Lag LogL LR FPE AIC SIC HQC
0 -3706.927 NA 8.31le+ 13 43.40265 43.47614 4343247
1 -3008.953 1355.129 2.85¢ + 10 35.42636 35.79380 35.57545
2 -2060.441 91.91829* 1.95¢ + 10 35.04609* 35.70750* 35.31446*

Notes: LR: sequential modified likelihood ratio test statistic (each test at 5% level); FPE: Final prediction error; AIC: Akaike information
criterion; SIC: Schwarz information criterion; HQC: Hannan-Quinn information criterion.

The diagnostic tests for the BASI and BII
models are shown in Tables 4 and 5, respectively.
The findings of both tables clearly demonstrate that
neither model has a serial correlation problem, since
the p-value of the LM test is 0.9382 for BASI and
0.2489 for BII, indicating that the null hypothesis (Hy)
cannot be rejected. The tables also indicate that both
models have no heteroscedasticity problem as
the p-value for the Breusch-Pagan test is 0.9597 for

the BASI model and 0.9013 for the BII model, which
means that the H, is accepted which stated that
there is no heteroscedasticity problem in both
models. Moreover, the tables confirmed that both
models have a linear relationship between dependent
and independent variables as Ramsey regression
equation specification error test (RESET) results, this
indicates that H, is accepted which stated that
models are correctly specified.

Table 4. Diagnostic test for ARDL (BASI)

Test Value
LM test 0.061242 (0.9382)
Breusch-Pagan test 0.153378 (0.9597)
Ramsey RESET test 0.406601 (0.6848)

Table 5. Diagnostic test for ARDL (BII)

Test Value
LM test 1.340929 (0.2486)
Breusch-Pagan test 0.34995 (0.9013)
Ramsey RESET test 0.455738 (0.6492)

The cumulative sum of recursive residuals
(CUSUM) and cumulative sum of squares of recursive
residuals (CUSUMsq) are proposed by Pesaran and
Shin (1998) to assess the stability of parameters in
the selected error-correcting ARDL model in
the short- and long-term. As a consequence, Figures 3
and 4 show the results of both CUSUM and CUSMsq
for the first model (BASI), whereas Figures 5 and 6

show the results of both CUSUM and CUSMsq for
the second model (BII). AIll results, however,
demonstrate that the plots of CUSUM and CUSMsq
for the BASI and BII models are within the crucial
boundaries of the 5% level of significance. As a result,
the H,, which states that all parameters are stable
and the models are stable, is accepted, indicating
that the present research models are stable.

Figure 3. The plot of CUSUM for the BASI model
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Figure 4. The plot of CUSUMsq for the BASI model
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Figure 5. The plot of CUSUM for the BII model
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Tables 6 and 7 show the long-run coefficient
results for both models (BASI and BII). Table 6 for
the BASI model demonstrates that the long-run
connection between the independent factors and
the dependent variables (BASI and BII performance)

VIRTUS
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is negligible. In further detail, the table shows that
new positive daily cases and new death cases have
a negative influence on the BASI, but new daily
recovered cases have a positive but negligible
impact. Table 7 also provides the assessment
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of the long-run association between the BII and
independent variables (NDC, NDD, and NDR).
Table 7 demonstrates that the link between BII and
NDC is negligible. Meanwhile, there is a substantial
positive association with NDD, as well as
a significant positive relationship with NDRC.
According to the data, increasing the number of new
daily recovered cases by 1% will enhance Bahrain’s
BII by 0.021. The insignificance of the relationships
among variables in both models might be related to
different reasons which can be concluded by
the nature of the small size of the Bahrain Stock
Exchange market compared with other regions and
international markets, the most corporations that
are included in Bahrain stock market indexes are
from financial and telecommunications sectors.

However, these corporations are the lowest
corporations affected by the current pandemic.
In addition, the procedures that have been taken
by the government could also be a reason as
the government did not make any lockdown.
The experience of the government in how dealing
with the pandemic in 2020 gave the corporations
from the financial and telecommunications sectors
advantages by keeping them locked down during
the pandemic like other firms such as small
businesses. Moreover, the government accelerated
the vaccinations for all citizens and residents which
clearly positively affected the new daily recovered
cases and negatively affected the new daily positive
cases and new daily deaths cases.

Table 6. Estimated long-run coefficient results for the BASI model

Variable Coefficient Std. Error T-statistic Prob.*
Constant 22.30867 11.43227 1.951378 0.0527*
NDC -0.000396 0.001108 -0.357861 0.7209
NDD -0.082427 0.116452 -0.707817 0.4800
NDRC 0.002217 0.001604 1.381718 0.1689

Note: #, **, and *** denote statistical significance at 10%, 5%, and 1% level, respectively.
Table 7. Estimated long-run coefficient results for the BII model

Variable Coefficient Std. Error T-statistic Prob.*
Constant 1.125645 0.075155 14.97768 0.0000%**
NDC -0.000358 0.000680 -0.526829 0.5990
NDD 0.054937 0.074931 0.733164 0.4645
NDRC 0.003762 0.001615 2.328903 0.0211%**

Note: #, **, and *** denote statistical significance at 10%, 5%, and 1% level, respectively.

The short-run error correction term for the
BASI and BII models is shown in Tables 8 and 9.
Table 8 shows that the BASI has a negative and
negligible association with all independent variables;
the data suggest that increasing the number of new
daily positive cases, new daily death, and new daily
recoveries cases will cause the BASI to drop in
the near term. Table 9 also shows the results of

the short-run association between the BII and the
independent variables during the research period.
According to the data, there is a negative and
negligible link between BIl and new daily positive
cases and death. New daily recovered cases, on
the other hand, have a positive and negligible
association with BII.

Table 8. Estimated short-run error correction term (ECT-ARDL) results for the BASI model

Variable Coefficient Std. Error T-statistic Prob.*
Constant 1.257520 0.444026 2.832085 0.0052**
NDC -0.001527 0.003383 -0.451247 0.6524
NDD -0.166237 0.145443 -1.142974 0.2547
NDRC -0.000686 0.002572 -0.266918 0.7899
ECTq 0.442456 0.092115 4.803320 0.0000%**

Note: *, **, and *** denote statistical significance at 10%, 5%, and 1% level, respectively.
Table 9. Estimated short-run error correction term (ECT-ARDL) results for the BII model
Variable Coefficient Std. Error T-statistic Prob.*
Constant -0.141564 0.079548 -1.779595 0.0770*
NDC -0.011066 0.183795 -0.060208 0.9521
NDD -0.001477 0.001624 -0.909862 0.3643
NDRC 0.072600 0.071186 1.019858 0.3094
ECTy; -0.004024 0.001529 -2.632179 0.0093%**
Note: *, **, and *** denote statistical significance at 10%, 5%, and 1% level, respectively.

As a result, the study discovered that
throughout the study period, both indexes on
the Bahrain Stock Exchange had almost the same
reopened to the COVID-19 pandemic, particularly
for new daily positive cases. It's possible that
the companies in the BII are also included in
the BASI. The present study’s findings, on the other
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hand, are consistent with prior research on
COVID-19 influence on stock markets. Topcu and
Gulal (2020), Ashraf (2020), Erdem (2020), Baker
et al. (2020), and Lee and Chen (2020) are among
the researchers that revealed a negative correlation
between COVID-19 and stock market performance.
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6. CONCLUSION

The current study used the ARDL approach to
examine the impact of the COVID-19 pandemic on
Bahrain Stock Exchange indexes from January 1,
2021, to September 30, 2021. In the long and short
term, the study found a negative and negligible
relationship between BASI and new daily positive
cases and new daily death cases. However, in
the long run, the new recovered cases have
a positive insignificant association, whereas, in
the short run, the new recovered cases have
a negative insignificant link. Furthermore, the study
discovered a negative and insignificant association
between BII and new daily positive cases in the long
and short term, but a positive and insignificant
relationship between BII and new daily death.
Meanwhile, the findings show that fresh recovered
instances have a beneficial long-term and short-term
influence on BII. According to the current findings,
the study recommends for decision-makers continue
confronting the current pandemic by following
various government methods to increase the recovery

cases in order to encourage investor confidence in
the financial market and realize uncertainty from
their investment perceptions. Also, investors should
rearrange and rebalance their portfolio investment
and use hedging techniques to reduce their risks.
However, the current study has several limitations.
To begin with, it is focused on a period in Bahrain
that was considered to be a peak time for
the pandemic, with the highest number of new daily
positive cases since the beginning of the pandemic,
which lasted only 9 months from 2021, whereas
future studies may extend the study period. Second,
the methodology is a restriction, as the current
study was conducted utilizing the ARDL approach,
but other approaches for analysis may be employed.
Finally, the current study only employed three
independent factors, but more variables, such as
vaccination cases for COVID-19, might be used.
Finally, future research on this topic might compare
different emerging stock markets, whether using
a public index or an Islamic index, as this study only
looked at the Bahrain Stock Exchange.
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