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Abstract

The research aims to prioritize the pandemic’s impact on the financial markets
of developed and developing economies using a multi-criteria decision-making
approach. The results revealed that COVID-19’s pandemic effects on financial mar-
kets differ between developed and developing nations. COVID-19 pandemic affects
developed countries’ financial markets more through supply reduction, demand
reduction, and economic instability. Regarding developing nations, confidence and
expectations, changes in consumption patterns, and the bandwagon effect are the
three most significant impacts of COVID-19 pandemic on financial markets. The
best decisions to lower the effect of COVID-19 pandemic on developed nations’
financial markets are the declaration of the stimulus package and support of small-
and-medium-sized enterprises. Contrastingly, in developing countries, support for
vulnerable households and declaration of the stimulus package are the best decisions
to combat COVID-19’s negative impact on their financial markets. As practical pol-
icy implications for lowering COVID-19’s negative impact on financial markets, the
promotion of new financing instruments, reconstruction of the relationship between
public and private sectors, and support of vulnerable households and enterprises are
highly recommended.
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Résumé

La recherche vise a hiérarchiser I’impact de la pandémie sur les marchés financiers
des économies développées et en développement en utilisant une approche décision-
nelle a plusieurs criteres. Les résultats ont révélé que les effets du COVID-19 sur
les marchés financiers différent entre les nations développées et en développement.
Le COVID-19 affecte davantage les marchés financiers des pays développés par la
réduction de 1’offre, la réduction de la demande et 1’instabilité économique. En ce
qui concerne les pays en développement, la confiance et les attentes, les changements
dans les habitudes de consommation et 1’effet boule de neige sont les trois impacts
les plus significatifs causé par le COVID-19 sur les marchés financiers. Les meil-
leures décisions pour réduire 1’effet du COVID-19 sur les marchés financiers des
pays développés ont été la déclaration de plans de relance et le soutien aux petites et
moyennes entreprises. En revanche, dans les pays en développement, le soutien aux
ménages vulnérables et la déclaration de plans de relance apparaissent comme les
meilleures décisions pour combattre 1I’impact négatif du COVID-19 sur leurs mar-
chés financiers. En ce qui concerne les implications politiques pratiques pour réduire
I’'impact négatif du COVID-19 sur les marchés financiers, la promotion de nouveaux
instruments de financement, la reconstruction de la relation entre les secteurs public
et privé, et le soutien des ménages et des entreprises les plus vulnérables sont forte-
ment recommandés.

JEL Classification NO - N10 - O10

Introduction

The novel coronavirus disease (COVID-19) is an infectious disease that spreads
rapidly to almost all countries worldwide and caused a global pandemic. The total
cases and mortalities due to COVID-19 pandemic have increased sharply in the
last months of 2020 and in 2021. This rapid spread of cases and deaths due to the
COVID-19 pandemic had a significant negative impact on the global economy and
on the financial markets.

This global crisis that has been described as “humanity’s worst crisis since World
War II” by the UN Secretary-General Antonio Guterres (France24 2020), strongly
impacted different aspects of the global economy (Donthu and Gustafsson 2020;
Louhichi et al. 2021; Mulugeta et al. 2021; Padhan and Prabheesh 2021; Wunder
et al. 2021; Vieira et al. 2021), by nearly 2.7 trillion US dollars as estimated by
Bloomberg (Bloomberg 2020). Based on the OECD Interim Economic Outlook
(March 2020), the pandemic is a crucial threat to the economic growth of all coun-
tries in 2020. Table 1 reports real GDP growth for some countries from 2019 to
2021:

The pandemic’s main challenge for the global economy is its negative conse-
quences on efforts to achieve the 2030 agenda for sustainable development (Elavar-
asan et al. 2021; Fagbemi 2021). The pandemic has created an unprecedented situ-
ation in which the potential threats for social health, education, economy, and green
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Table 1 Real GDP growth of

countries, 2019-2021. % Countries 2019 2020 2021
G20 3.1 2.7 35
Canada 1.6 1.3 1.9
Euro area 1.2 0.8 1.2
Germany 0.6 0.3 0.9
Japan 0.7 0.2 0.7
United States 2.3 1.9 2.1
Brazil 1.1 1.7 1.8
China 6.1 4.9 6.4
India 4.9 5.1 5.6
Russia 2 1.2 1.3
World 29 24 33

Source Authors’ compilation from OECD Economic Outlook report
(https://www.oecd.org/berlin/publikationen/Interim-Economic-Asses
sment-2-March-2020.pdf)

projects have increased sharply. Governments have faced many new fiscal challenges
that can be considered a threat to achieving sustainable development goals (SDGs).
Fenner and Cernev (2021), Wang and Huang (2021), and Taghizadeh-Hesary et al.
(2021) argue that the negative consequences of pandemics have diverted funding to
SDGs. Pan and Zhang (2020) state that one of the major impacts of the pandemic on
the global economy is its role in the de-globalization of development and lowering
the financing power of governments to reach a higher level of development that is
against the targets of SDGs. Therefore, it can be addressed that the pandemic can
negatively impact the achievement of the 17 defined SDGs (s) by the United Nations
(e.g., see SDG1 (no poverty), SDG2 (zero hunger), SDG3 (good health and well-
being), SDG4 (quality education), SDG8 (decent work and economic growth), SDG
10 (reduced inequalities), SDG 13 (climate action).

One of the most important markets in the global economy is the financial market,
which forms financial flows worldwide. Global financial markets are vulnerable to
various crises. Pitterle et al. (2015) argue that crises, particularly external ones, may
cause economic slowdown, leading to rapid and continued commodities and finan-
cial market disequilibrium. COVID-19 is considered an external shock and crisis
(UNCTAD 2020; Vittuari et al. 2021) for all countries globally, depicting that the
financial market is experiencing vulnerability to the current pandemic. For instance,
according to the volatilities of the important stock index of the S&P 500 (stock
performance of 500 large economic firms in stock exchanges in the U.S.) shown in
Fig. 1, it can be expressed that stock prices have faced great stress and reduction in
the last months due to the pandemic and the uncertainty of its impacts on the global
economy.

The trend of this index shows that since late February 2020, the stock price has
experienced adverse change. However, due to the news about the Federal Reserve
intervention and a financial support package (Martin 2020), the price has recovered
since late March 2020.
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Fig. 1 Trend of S&P 500 index (10.01.2019-14.04.2020). Source Authors’ compilation based on https://
us.spindices.com/indices/equity/sp-500

Following the Center for Strategic and International Studies (CSIS) report in
2020, global commodities and financial markets are negatively affected by both
demand and supply shocks resulting from COVID-19. Albulescu (2021) and Yousfi
et al. (2021) show that the pandemic increases the volatility of financial markets
in the US. The significant impact of the pandemic on financial markets has been
expressed and proven by other scholars such as So et al. (2021) for the case of Hong
Kong, Lyocsa et al. (2020) for the case of 10 famous indices, Ozkan (2021) for six
developed countries, and Zaremba et al. (2021) for 49 countries.

Shiller (2020) believes that COVID-19 has brought pandemics of health and anx-
iety over the economic consequences of the pandemic. The second pandemic (the
gray future of the global economy) as a negative signal may have hit financial mar-
kets in all countries. Therefore, studying and gathering financial experts’ opinions
about the impacts of this decrease on the financial markets of developed and devel-
oping nations may bring fruitful results and concluding remarks for policymakers
and scholars.

Despite some earlier studies on the effects of external shocks on financial mar-
kets, such as Bancit et al. (2016), Jin and An (2016), Castagneto-Gissey and Nivo-
rozhkin (2016), Ankudinov et al. (2017), Atkins et al. (2018), Liu et al. (2019), and
Samadi et al. (2021), this is the first study to consider and prioritize the impacts of
COVID-19 on financial markets in developed and developing nations. To this end,
we analyze the experts’ opinions through an MCDM (Multi-Criteria Decision Mak-
ing) approach, namely Analytic Hierarchy Process (AHP), and based on the empir-
ical part, we recommend some policy implications to enable financial markets to
recover, which means opportunities for countries to improve the progress of SDGs.

This study contributes to the existing literature in different ways. First, the study
of the impact of the pandemic on financial markets has been performed through a
decision-making approach, namely AHP. This contribution provides the qualitative
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findings which can be addressed as the complementary materials for the quantitative
results. Second, the analysis of impacts was carried out separately for developed and
developing nations. This would be a fruitful research strategy due to the dissimilari-
ties of developed and developing nations in the fields of capital power, market infra-
structures and financial absorption. Third, the issue of how COVID-19 can affect
financial markets is studied based on experts’ opinions and the concept of pairwise
comparisons. This may solve the problem of inconsistency and validation of qualita-
tive research methods.

The major findings of this research reveal that the effects of COVID-19 on finan-
cial markets differ between developed and developing nations. Hence, there is no
similar pattern of COVID-19’s impact on financial markets among all countries’ lev-
els. The economic criterion is the most essential transmission channel of COVID-19
to the financial markets of developed nations. In contrast, the social criterion has a
more prominent role than the economic one as a transmission channel in the finan-
cial markets of developing nations. COVID-19 affects developed countries’ financial
markets more through supply reduction, demand reduction, and economic instabil-
ity. Regarding developing nations, the experts believed that confidence and expecta-
tions, changes in consumption patterns, and the bandwagon effect are the three most
significant impacts of COVID-19 on financial markets.

The remainder of this paper is organized as follows: ‘Literature Review’ dis-
cusses the existing literature. The next section explains the methodology used in this
study. ‘Empirical Results’ presents the empirical findings, and the last section con-
cludes the paper with some policy implications.

Literature Review

The related literature can be divided into two strands: (i) a group of studies focusing
on the effects of external shocks on financial markets and (ii) existing literature on
the effects of COVID-19 on economic and financial markets.

The first strand of the literature concentrates on the responses of financial mar-
kets to shocks and crises. Adedapo Soyemi et al. (2017) investigated the oil price
shock in the financial markets of Nigeria from 2007 to 2014. They found that this
unexpected external shock can affect the stock market directly and indirectly from
the commodity market. The effect of such an unexpected shock has been proven by
several scholars. For instance, Bastianin et al. (2016) discuss that unexpected shocks
with the source of demand shocks can significantly impact stock market volatility
in the G7 countries. The nature of shocks (demand or supply-side) is a major fac-
tor that represents the level of external shock in the financial market. Le and Chang
(2015) investigated the nature of shocks and their effects on stock market perfor-
mance using generalized impulse response functions for monthly data from 1997 to
2013. The major results revealed that the nature of the shock is important because a
financial market reacts differently to shocks in demand and supply. Another external
shock is political risk, such as war risk, which can affect global financial markets.
Rigobon and Sack (2005) investigated the relationship between the US and Iraq war
and some US financial variables. The major findings showed that with an increase
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in war risk, the dollar and oil prices might decrease and increase, respectively. In
addition, Hudson and Urquhart (2015) studied the effect of World War II as an exog-
enous shock on the British stock market and proved the negative effect of this kind
of shock on the stock market. This negative effect of war risk has been found by
other scholars, such as Schneider and Troeger (2006), Ferguson (2008), and Balcilar
et al. (2016). A natural disaster is another exogenous shock that may lead to deep
fluctuations in financial markets. Romero Cortes and Strahan (2017) studied how
banks adapt their credit supply decisions in response to exogenous shocks to credit
demand. The major findings reveal that even small banks effectively smooth shocks,
even without access to national or global capital markets. Lewis and Liu (2017)
investigated the relationship between disaster risk and asset returns. They found a
significant negative impact of disaster risk on equity markets. Rehse et al. (2019)
attempted to determine the effects of Hurricane Sandy as an exogenous shock on
market liquidity. The findings confirmed the theory of the detrimental effects of nat-
ural disasters on market functioning. One consequence of exogenous shocks such
as natural disasters, war risk, or commodity price shocks is creating uncertainty in
economic and financial markets. Li et al. (2016) explained that exogenous shocks
could affect economic and financial markets by creating uncertainty. Yildirim-Kara-
man (2018) investigated uncertainty in financial markets and business cycles. They
found that uncertainty refers to the unclear future performance of the stock, which
negatively affects investors’ activities in the stock market. This negative impact of
uncertainty on the performance of financial markets has been proven by many schol-
ars, such as Ackert (1994), Dzielinski (2012), Vorbrink (2014), Segal et al. (2015),
Chulia et al. (2017), and Wang and Boatwright (2019). However, Wu et al. (2021)
argued that cooperation between the government, the market, and various social
organizations can create an economic structure that may be affected less by the pan-
demic. In addition, some studies (e.g., Li et al. 2021; Taghizadeh-Hesary et al. 2021;
and Yoshino et al. 2021) have proposed financial instruments and policies to lower
the negative impacts of COVID-19 on financial markets.

The second strand of the existing literature contains studies on the effects of
COVID-19 on economic and financial markets. Pak et al. (2021) mentioned that the
vast number of governments in the world underestimated the negative consequences
of the rapid pandemic outbreak, leading to inefficient reactions to the negative con-
sequences of COVID-19. Atkeson (2020) investigated the future economic impact
of COVID-19 in the US. He found that if the number of infections increases, the US
will experience severe staffing shortages for key financial and economic infrastruc-
ture. McKibbin and Fernando (2020) defined seven scenarios for the global macro-
economic impact of this pandemic. The results showed that the decrease could affect
the global economy in the short run, and in response, all economies will increase
investment in health systems to combat the likely long-run effects of COVID-19.
Baker et al. (2020) focused on the impact of COVID-19 on the stock market. The
results revealed the unprecedented impact of this decrease on market volatility in the
US. Gormsen and Koijen (2020) sought to determine the relationship between coro-
navirus, stock prices, and growth expectations. They concluded that this decrease
has strongly affected all stock prices in global stock markets more than growth
expectations in the US. OECD (2020), in the report of the OECD Interim Economic
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Assessment, mentioned that this virus should be considered as a major risk for
the world economy due to its large economic disruption, weakening global trade
flows, lowering the level of industrial production, and reducing consumption on the
demand side of the commodities market. Elliott (2020) argues that the coronavirus
crisis, like the Great Depression of 1929, may cause us to abandon oil economic
policies and create new economic thinking to save the global economy. Samadi et al.
(2021) argued that for an under-crisis country such as Iran, the pandemic brings
more confusion and uncertainty in the investment and industrial production sectors.
Barrafrem et al. (2020) conducted a survey to determine people’s opinions in Swe-
den and England about the future of their lives. The major results addressed the pre-
dicted inappropriate financial situation of countries after the COVID-19 outbreak.
So et al. (2021) used network analysis to determine the impact of the pandemic on
financial market connectedness. The results show that the pandemic increases sys-
temic risk in financial markets, which has more impressive negative impacts than
previous financial crises in the past 15 years. Yoshino et al. (2021) theoretically
show that investors’ current allocation by considering SDG based on various con-
sulting companies will distort the investment portfolio post-COVID-19. According
to their study, the desired portfolio allocation can be achieved by taxing pollution
and waste, such as CO2, NOx, and plastics, globally, with the same tax rate. Global
taxation on pollution will lead to the desired portfolio allocation of assets. In another
studies, Ozkan (2021),Vera-Valdes (2021) and Li and Yan (2021) sought to deter-
mine how COVID-19 affected the financial markets in six developed nations. They
found that the pandemic increased the volume of fluctuations and imbalances in the
markets, particularly in the United States and the UK. This finding is similar to that
of other studies, such as Uddin et al. (2021) for 34 developed and emerging econo-
mies and Aharon and Siev (2021) for 25 international capital markets.

Overall, the existing literature highlights the lack of sufficient academic studies
on the effects of COVID-19. In particular, since this issue is fresh, complex, and
multi-dimensioned, it is necessary to employ an appropriate technique to address
the problem of lack of quantitative data. To this end, this study seeks to contribute
to the existing literature by using a multi-criteria decision-making model (MCDM),
namely AHP, to identify and prioritize the impacts of COVID-19 on financial mar-
kets of developed and developing nations. Therefore, we will try to fill this gap in
the literature by using the AHP technique to analyze experts’ opinions about the
impacts of COVID-19 on global financial markets.

Methodology

In this study, we seek to determine the priorities of the different impacts of COVID-
19 on global financial markets. To this end, we carry out a qualitative method called
AHP, proposed by Saaty and Vargas (1980), and help analyze different experts’
opinions to set priorities and make the most appropriate decision. By decreasing the
complex structure of decisions to groups of pairwise comparisons and then synthe-
sizing experts’ judgments, this method helps to rank the factors. Furthermore, AHP
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has an index to check the consistency of experts’ judgments, lowering the bias in
decision-making and increasing the reliability of the final results.

The AHP method is appropriate for this study is because it can help scholars
make a new and multidimensional economic issue more understandable and eas-
ier to solve. Chai et al. (2013) mentioned that for some new economic challenges,
quantitative variables do not exist; therefore, we need to solve or interpret these
challenges through appropriate qualitative techniques such as AHP. In addition, the
impacts of the pandemic on financial markets can become more obvious through the
concept of pairwise comparisons in AHP, which is mathematically more compre-
hensive and appropriate than comparing several criteria at once. This character of
AHP makes the analysis dynamic and more logical. Moreover, the AHP transforms
the economic research problem into a structured and transparent framework that is
easier to analyze by scholars (Gompf et al. 2021).

To apply AHP, we first need to clarify the main problem (effects of COVID-19
on global financial markets) and design the problem structure by considering all cri-
teria and sub-criteria. Next, different experts (the group of experts included seven
assistant professors and four associate professors specialized in financial economics)
evaluated the importance of criteria and sub-criteria in the form of pairwise com-
parisons. In our research, ten experts of the financial economy and global economy
carried out the comparisons based on the fundamental scale of Saaty, as presented
in Table 2. To select the appropriate experts, firstly a list of experienced experts
who had published at least one article on the subject in a top Journal or had led a
financial project was prepared and then through contacting via email, the 10 best
experts based on their experiences and intention to participate in this study, have
been chosen.

The intensities of importance help us to make a pairwise comparison matrix A
based on the experts’ judgments. Matrix A can be defined as an m X m matrix, where
m is the number of evaluation criteria considered. In this matrix, the importance
(Scales in Table 2 measure the importance) of the ith criterion relative to the jth cri-

terion is represented by entry a;;, and the following constraint is satisfied by:

The maximum value of the eigenvector is calculated in the next step by normal-
izing the pairwise comparison matrix A through the following equation:

Table2 Saaty’s scale of

. ) Intensity of importance Definition
pairwise comparison

Equal importance
Moderate importance
Strong importance

Very strong importance

O N W W=

Extreme importance

Note 2, 4, 6, and 8 intensities of importance may be applied to men-
tion intermediate values

Source Eugenio Leal (2020)
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a
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The criteria weight vector of W is calculated by averaging the entries on each row
of the normalized pairwise comparison matrix as follows:

_ 2%

m

W.

J

Finally, the consistency ratio (CR) is checked to verify the reliability of priorities
(Rasolinezhad 2009; Tu et al. 2020). Based on the theory of AHP, the consistent
pairwise comparison matrix is the one where the largest eigenvalue is equal to its
size (A« = n). Then, the consistency index (CI) was measured based on the follow-
ing equation:

Cl = Amax —n
n—1

The consistency ratio (CR), which should be less than 0.01 to show the reliability
of results, can be simply calculated by comparing the consistency index (CI) and
random consistency index (RI):

e

CR=—
RI

RI (Random consistency index) can be identified based on Table 3.

Empirical Results

First, the main objective of our model is to determine the effects of COVID-19
on financial markets. We choose seven criteria and 23 sub-criteria concerning the
effects of COVID-19 on the financial markets of capital markets (bond market and
stock market), money market, foreign exchange market, and commodity market. The
selected sub-criteria were gathered from published papers in the fields of financial
markets. Applying the brainstorming technique, we asked the experts to detect the
primary critical criteria and factors to remove the least important criteria from our
AHP structure (Table 4). Furthermore, four alternatives for decision-making were
added to the structure to prioritize them through the experts’ judgments. Addi-
tionally, following the different impacts of an external shock on developing and

Table 3 Random consistency index

Matrix size 1 2 3 4 5 6 7 8 9

Random consistency 0.00 0.00 0.58 0.90 1.12 1.24 1.32 1.41 1.45

Source Tummala and Wan (1994)
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Table 4 The hierarchical structure of our model

Objective Criterion Factors Alternatives

Effects of COVID19 on financial ~A: Economic factors Al: Eco- D1: Declaration of a stimulus
markets nomic package
growth D2: Central Bank interventions
A2: Interest D3: Support for vulnerable
rate households
A3: Eco- D4: Support of SMEs
nomic
stability
A4: Scar-
city
AS:
Demand
reduction
A6: Supply
reduction
B: Social factors B1: Confi-
dence and
expecta-
tions
B2: State’s
popularity
B3: Con-
sumption
pattern
B4: Welfare
B5: Sover-
eignty
B6: Band-
wagon
effect

Source Authors’ compilation from opinions of experts

developed nations (UNCTAD 2018), the AHP structure, shown in Table 4, is evalu-
ated by the experts for two cases of developing and developed countries.

Two criteria, 13 factors, and five alternatives, associated with the objective, were
finalized by the group of experts, as listed in Table 4.

The group of experts performed comparative judgments for the pair of criteria
for developing and developed nations. The inputs were analyzed to determine the
relative priority of the criteria. The findings, represented in Tables 5 and 6, indicate

Table 5 Compare the relative

. A: Economic B: Social Weight
importance for goal: effects of
COVID-19 on ﬁpanmal markets A: Economic ) 0.667
in developed nations .

B: Social 0.333

Note Inconsistency rate is 0.00

Source Authors’ compilation from Expert Choice 10
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Table 6 Compare the relative

. A: Economic B: Social Weight
importance for goal: Effects of
pOVID- 19 on ﬁn.anc1al markets A: Economic 13 0.250
in developing nations .

B: Social 0.750

Note: Inconsistency rate is 0.03

Source: Authors’ compilation from Expert Choice 10

that among the two criteria, the experts emphasized more on economic factors (A)
in developed nations. At the same time, they thought that social factors (B) are the
most important criteria for the transmission channel of the COVID-19 on the finan-
cial markets of developing nations.

Then, the group of experts conducted pairwise comparisons to determine the
importance of sub-criteria associated with each criterion for the cases of developed
and developing nations. Next, the relative weights of sub-criteria related to each
criterion are achieved, and the overall ranking of these factors with respect to the
goal, which is the effects of COVID-19 on the financial markets of developing and
developed nations, is calculated. The findings of the global ranking of the factors are
reported in Figs. 3 and 4.

According to Fig. 2, in developed nations, the most critical impact of COVID-19
is A6 (supply reduction), with a final weight of 0.212. In addition, the experts con-
sidered demand reduction (with a weight of 0.169) and economic instability (with a
weight of 0.117) as the second and third major impacts of this pandemic in the finan-
cial markets of developed nations. Moreover, based on the final weights, COVID-19

B6: Bandwagon effect

B5: Sovereignty

B4: welfare

B3: consumption pattern

B2: state’s popularity

B1: confidence and expectations
A6: supply reduction 0.212
A5:demand reduction
A4: scarcity

A3: Economic stability

A2:interest rate

Al: economic growth

Note: Consistency index is 0.01

Source: Export Choice output

Fig. 2 Overall weights of factors for the goal for the case of developed nations. Note Consistency index is
0.01. Source Export Choice output
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B6: Bandwagon effect

B5: Sovereignty

B4: welfare

B3: consumption pattern

B2: state’s popularity

B1: confidence and expectations 0.198
A6: supply reduction
A5:demand reduction
A4: scarcity

A3: Economic stability

A2:interest rate

Al: economic growth

Note: Consistency index is 0.02

Source: Export Choice output

Fig. 3 Overall weights of factors with respect to the goal for the case of developing nations. Note Con-
sistency index is 0.02. Source Export Choice output

0.12 0.112

0.1
0.08
0.067

0.06

0.041

0.04

0.028

0.02

D1: declaration of D2: Central Bank D3: Support of D4: Support of SMEs
stimulus package interventions vulnerable households

Source: Authors’ calculation using Export Choice software

Fig.4 Weights of alternatives for developed nations. Source Authors’ calculation using Export Choice
software

has an insignificant effect on the state’s popularity, sovereignty, and welfare of soci-
eties in developed countries. The main reason would be the market-based economic
structure of developed nations, which is more vulnerable to an external shock such
as COVID-19. Other reasons may be the higher GDP per capita and income level in
these nations, rather than developing ones, covering any financial pressure on people
under COVID-19.
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As shown in Fig. 3, confidence and expectations (B1), changes in consumption
patterns (B3), and the bandwagon effect (B6) can be considered as the three most
significant impacts of COVID-19 on financial markets in developing nations. In
addition, interest rate (A2) with a weight of 0.027 and scarcity (A4) with a weight
of 0.048 have the least impact on financial markets in developing nations. The main
reasons for the more substantial impacts of COVID-19 through social factors in
developing nations could be explained by the lower-income level, fear of future eco-
nomic markets and prices, and the more extensive intervention of governments in
the economy in these nations.

The experts made the final decision about the best alternatives, as shown in
Figs. 4 and 5. It can be concluded that based on the ranks of the impact of COVID-
19 on financial markets in developed nations, the best decisions to lower the effects
in these nations are the declaration of the stimulus package (D1) (which is in line
with the findings of Siddik (2020)) and support of SMEs (D4) with weights of 0.112
and 0.067, respectively. In contrast, for developing countries where COVID-19 has
more substantial effects on financial markets through social factors, support of vul-
nerable households (D2), and declaration of the stimulus package (D1) are the best
decisions to combat the adverse effects of COVID-19 on their financial markets.

Conclusions and Policy Recommendations
It is widely accepted that the coronavirus is not only a global pandemic, but its con-
sequences have also harshly reshaped and affected global markets, economic struc-

tures, and mechanisms. This study’s main purpose was to evaluate the impacts of
the COVID-19 pandemic on the financial markets of developed and developing

0.06
0.05 0.047 0.048
0.04
0.03

0.02

D1: declaration of D2: Central Bank D3: Support of D4: Support of SMEs
stimulus package interventions vulnerable
households

Source: Authors’ calculation using Export Choice software

Fig.5 Weights of alternatives for developing nations. Source Authors’ calculation using Export Choice
software
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countries using a multi-criteria decision-making model called the analytic hierar-
chy process (AHP). To carry out the judgments in the AHP model, we asked ten
financial and economic experts to conduct pairwise comparisons and then analyzed
the combination of their decisions using Expert Choice software. Conducting the
research with a structured and logical framework and using the concept of pairwise
comparisons through the AHP helped us fill in the literature gap of existing studies
that have not addressed the impacts of pandemics through a qualitative and multi-
dimensional methodology.

The main concluding remarks from the results of performing the AHP method
are:

(i) The effects of COVID-19 on financial markets differ between developed and
developing nations. Hence, there is no similar pattern of COVID-19’s impact on
financial markets among all countries’ levels. This is an important point because
of the existence of common thinking about one successful pattern to combat the
pandemic’s consequences. The localization of successful experiments combating
the negative consequences of the coronavirus, such as the model of Beijing-
Seoul-Tokyo, declared by Wu et al. (2021), attention to traditions, culture and
social relations, economic structure, and the quality of interactions with the
world should be considered by policymakers in the fight against coronavirus’s
negative consequences in each country.

(ii) Among the two major criteria, the economic criterion is the most essential trans-
mission channel of COVID-19 to the financial markets of developed nations. In
contrast, the social criterion has a more prominent role than the economic one
as a transmission channel in the financial markets of developing nations. This
conclusion highlights the need to focus on Ulrich Beck’s theory of risky society
(Cohen 1997) in developing countries, which expresses that external shock (such
as COVID-19) can increase the social risks in a country, leading to negative
consequences for the national economy.

(iii)) COVID-19 affects developed countries’ financial markets more through supply
reduction, demand reduction, and economic instability. Moreover, this pandemic
has the lowest impact on the state’s popularity, sovereignty, and welfare of socie-
ties in developed nations (this highlight is in line with Topcu and Gulal’s (2020)
findings). This concluding remark shows that developed nations have smaller
challenges for the progress of SDGs (particularly those related to the welfare
of societies such as SDG1, SDG2, SDG3, SDG4, and SDGS) than developing
nations.

(iv) Regarding developing nations, the experts believed that confidence and expecta-
tions, changes in consumption patterns, and the bandwagon effect are the three
most significant impacts of COVID-19 on financial markets.

(v) The best decisions to lower the impact of COVID-19 on developed nations’
financial markets are the declaration of the stimulus package and support of
SMESs, which can boost the progress of SDG9 (industry, innovation, and infra-
structure) and SDG8 (decent work and economic growth). In contrast, in the
case of developing countries where COVID-19 has more substantial effects on
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financial markets through social factors, support of vulnerable households, and
declaration of the stimulus package are the best decisions to combat the negative
effects of COVID-19 on their financial markets in such a way that these nations
can follow the improvement of SDGs in relation to social life (e.g., SDGI,
SDG2, SDG3, SDG4, and SDG5)

As policy implications, it can be noted that countries need rapid and effi-
cient reactions to combat and lower the adverse effects of COVID-19 on differ-
ent aspects of the economy, particularly the financial markets. Efficient coopera-
tion between the public and private sectors and financial institutions is essential
for maximizing all resources to reduce the negative impacts of this pandemic on
financial markets. In addition, there should be a plan for short-, medium-, and
long-term policies to ensure financial market stability. Supporting vulnerable
households and enterprises (i.e., micro and small businesses) should be con-
ducted by governments and central banks. All of these policies can provide a bet-
ter climate for the progress of SDGs worldwide. The results show that developed
nations need policies to support financial firms (SDGs 8-9) under the pandemic
consequences, while the pandemic has made more threats to social life in devel-
oping nations, which highlights the need for policies related to meeting the SDGs
(1-5) in these nations.

Due to governments’ fiscal difficulties and the challenge of financial mobiliza-
tion under the pandemic for meeting SDGs, the authors recommend promoting
new financing instruments such as green bonds, impact bonds, and green invest-
ment trust funds for fund mobilization from public and private sectors to the pro-
jects related to the SDGs.

The authors believe that this study has potential limitations, such as time con-
straints and limited access to a wide range of experts. Therefore, we recommend
future studies to evaluate financial markets separately, compare the results of two
methods, AHP and Analytic Network Process (ANP), and invite a more extensive
range of participants to respond to the questionnaire. Furthermore, studies related
to the financial challenges of green projects (SDG 7 and SDG 13) during the pan-
demic (e.g. see Sun et al. 2020) are recommended for future studies. Regarding
the research methodology, employing econometric techniques to estimate the
coefficients of explanatory variables is highly recommended for further research.
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