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Abstract: As one of the most frequently-taken measures to combat the COVID-19 viral 

spread, the lockdown policy had always been questioned with its impacts on the stock 

markets and accessibility in the long run. In this paper, I examine the respective stock 

closing prices of FTSE.GI and 0.000001SH in the UK and China, the countries that had 

announced lockdown policies several times to find out whether the lockdown restrictions 

and relaxations negatively affected the investors and their performance in the stock market. 

By analyzing the stock data with economic theories, it is found that although the markets 

did show positive returns in the final phases of declarations, they went through low 

liquidity, high volatility and negative returns for the majority time. Furthermore, the results 

also suggest that because of the presence of economic inertia and negative investor 

sentiment, further lockdown had adversely impacted the stock markets, indicating that the 

alternant lockdown announcements (restriction and relaxation) are not the best long-term 

solution to COVID from a stock market perspective. 
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1. Introduction 

COVID-19 is classified as a global pandemic by World Health Organization (WHO) in 2020, and it 

has so far caused millions of death cases in the world [13]. In order to effectively control the further 

viral spread, almost every government around the world had announced the lockdown policies that 

required businesses and all public areas to close down for a period of time, ranging from weeks to 

months [5][33].  

From an economic theory perspective, the lockdown policy not only plays an effective role in 

minimizing the infectious population but is also originally designed for calming down stockholders 

as it is found out that there is a proportional relationship between the confirmed cases and negative 

performance derived from the panicking sentiment [34][37]. However, many economists who em-

pirically work on the stock market argue against the effectiveness of the policy and suggest that it is 

not the best solution to take in a long run to a large extent if there is a consistent lack of medical 

treatments for virus and its mutations. This is because the analyzers had found out that the policy 

had unexpectedly raised the negative investor sentiment (such as fear, concern, etc.) and uncertainty, 
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leading to extremely low liquidity but high volatility of the stock indexes. They also reckon that the 

commutative implementations of restrictions and relaxations would largely undermine the positive 

returns at the later stages because the negative return patterns that arise from the new announce-

ments will replace the former sooner or later [7][26][38]. 

Based on the background above, this paper would mainly focus on how the lockdown had im-

pacted the stock market in the UK and China (since they have announced the policy several times 

since the COVID outbreak) and to what extent the positive or negative effects outweigh their coun-

terpart via stock data analysis. Furthermore, with the two main focuses as preconditions, the disser-

tation aims to examine the long-term capability of the lockdown policy from a stock market per-

spective. The research plays a role in helping investors to forecast the future stock market, as well 

as informing the long-term capability of government policies to stockholders so that they could 

come up with appropriate market strategies. 

2. Literature Review 

2.1. Overview 

The Covid-19 outbreak, as a global pandemic that was declared by The World Organization (WHO) 

in March 2020, has made a huge difference individually, nationally and globally [2][13]. This viral 

spread had proved to be a big threat to the stock markets since it brought fears, panic and uncertain-

ty to investors therefore investment confidence and rationality were undermined, leading to nega-

tive economic impacts in terms of “deep dive in the value” [2], low liquidity and high volatility as 

results [7][15][17][20][35]. 

In order to stop the further coronavirus spread[14] and mitigate its threats to stock markets, gov-

ernments worldwide announced a series of national lockdowns (e.g. Italy, China, US, Japan, UK, 

etc.) after the official declaration of the pandemic in March 2020 [25], followed by many re-

lockdowns in some of the countries (e.g. the UK and China) in 2021 and 2022 [3][6][16]. 

2.2. Lockdown and the Stock Market 

Investment Sentiment. Investor sentiment generally refers to how investors tend to respond to cur-

rent information the market provides [10], and the concept is particularly applied when news that 

could create anxiety and fear is available to the stockholders [12][19][24], especially in the time of 

COVID-19 pandemic when an irrational decision would cost folded times than normal period [9]. 

The relationship between lockdown and investor sentiment is critically examined by behavioural 

economists since it is difficult to determine whether it brings confidence or pessimism to investors. 

On the one hand, the lockdowns overall did protect the stock prices by reducing the confirmed cases 

(since there is “a negative relationship between stock prices and infected population”), as which 

stockholders are becoming more rational and confident while investing [28][30]. 

On the other hand, the majority of scholars tend to take the restrictive degree of lockdowns into 

account as Saito and Sakamoto suggested: “The rapid recovery of asset prices occurs only if the 

lockdown policies are insufficiently stringent to reduce the number of new periodic cases” [30]. To 

be specific, the stricter lockdown is the less precautionary saving for preserving either working 

hours or healthcare it is. The asset prices therefore declined. In addition, a restrictive lockdown an-

nouncement could also raise investors’ concerns and create uncertainty, leading to irrational behav-

iour in the market [7][38]. However, there would be a risk of asset bubbles with the relaxation of 

lockdown at the same time [22]. 

Liquidity and Volatility. Baig et al. claimed that restrictive lockdowns adversely affected the 

liquidity and volatility of the stock market for individual investors [7]. The economic policy uncer-

tainty (EPU) [9] created raised the volatility of stock markets [27][35] and lowered liquidity at the 
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same time [7] since the lockdowns largely spread the public fear, even though it is originally aimed 

to preserve economics activities [14].  

Stock Market Returns. Because of the semi-efficiency tested by EMH at the initial phase of 

Covid [11][26][29][32], most stock markets experienced a negative return at first after the an-

nouncement of strict lockdown but later returned positively because “inefficiencies decreased” as 

time went by. A similar pattern also showed in the relaxation of lockdown [26].  

Criticisms of Further Lockdowns. Although lockdowns did lead to a partial recovery in the 

stock market [26], lockdown is still not favoured by most economists since the drawbacks are harm-

ful to the quality of the financial market [7][8]. To be specific, delayed positive returns of re-

strictions may drive investors to be more willing and confident while investing and increased “buy-

ing pressure and future positive returns” [24], but the closely-followed relaxations would drag the 

market back to negative returns [26], and the economic inertia would possibly allow the negative 

impacts to last long [5]. Ibid also suggests that “economic losses mounted as the lockdown extend-

ed for much longer than originally planned”. Hence, from a stock market perspective, economists 

confront that lockdown is not the best long-term solution to COVID-19. 

3. Methodology 

To investigate how lockdowns have affected the stock market in different phases of COVID-19 and 

whether the policy would achieve both viral control and stock market preservation, this paper in-

tends to analyze the close prices of indexes (FTSE.GI; 000001. SH)  in the UK and China as sam-

ples. There are two main sources for data collection. 

The close prices of 000001.SH is obtained from SHANGHAI STOCK EXCHANGE, which is 

compiled and updated daily by the institution (4 significant lockdown policies [1] announced from 

December 2019 to April 2022). The database of FTSE.GI is collected from INVESTING website 

where all historical data on a daily basis of different stock indexes are available for the public (3 

significant lockdown policies announced from December 2019 to June 2021). 

The reason why this paper limits the sample to the UK and China only is because they are the 

countries with the similar semi-efficiency level of the stock market [36] that previously applied sev-

eral temporary restrictive lockdowns and relaxations so that the stock return patterns and changes in 

investor’s behaviour aligning with lockdown dates would be shown in these cases. Therefore,  to 

specifically focus on the pre-phases and post-phases of lockdowns, I select the different time peri-

ods for each according to the respective time-point announcements the countries had made about 

the restriction policies. For the UK stock market (FTSE.GI), I determined to analyze from Decem-

ber 2019 to June 2021, during which 3 national lockdowns were declared by the UK government. 

Whereas for the Chinese stock market (000001. SH), a much longer time period is chosen because 

China had imposed a number of national and regional lockdowns across the country consistently 

between December 2019 and April 2022. 

As an independent variable, I use the dates when lockdown related policies (restrictions and re-

laxations) were officially acknowledged to the public; and apply the close prices as the dependent 

variable. By corresponding to the lockdown restrictions and relaxations in respective countries and 

analyzing the close prices recovery through comparisons (before and after the applications of lock-

down policies to examine the efficiency of recovery), I can observe how abnormal the stock mar-

kets were in terms of close prices with the policy changes so that predictions of investor sentiment 

would be sensibly made. Thus, in this way, whether lockdown related policies are potentially capa-

ble of balancing the viral spread control and stabilizing the stock markets in a long run can be found 

out. 
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4. Data Analysis 

In this section, only the close prices for FTSE.GI and 0.000001.SH indexes that corresponded to the 

significant announcements of lockdown (either restrictions or relaxations) will be analyzed. 

4.1. Stock Index: 000001SH (China) 

 

Figure 1: Close prices of 000001.SH in 2020 (December 2019 included). 

 

Figure 2: Close prices of 000001.SH in 2021. 

 

Figure 3: Close prices of 000001.SH in 2022. 

Fig. 1, 2, and 3 show varying patterns of close prices in the respective years of 2020 (December 

2019 included), 2021 and 2022. It is transparent that the close prices went through a continuous 

Proceedings of the 2nd International Conference on Business and Policy Studies
DOI: 10.54254/2754-1169/7/20230224

130



 

drop in 2022, whereas the overall trends in 2020 and 2021 both increased with a series of significant 

fluctuations in the latter year. 

First lockdown in China (Parallel lockdowns included; January 23rd, 2020-April 8th, 2020). 

Being generally recognized as the origin of COVID [18][20][31], Wuhan imposed an extremely 

restrictive lockdown on January 23rd, 2020, which was later confirmed to last for 76 days [4]. This 

corresponds to a sudden drop after January 23rd and meets the trough on February 5th (2818.09), 

but then recovered a little bit. This indicates that delayed uncertainty had arisen from the an-

nouncement of restrictions, which led stockholders to be less interested and confident to invest. 

However, they were able to digest the information and soon became rational in the market, leading 

to a positive return shortly after the negative return. 

However, a further lockdown restriction was declared in several other countries (e.g. Wenzhou, 

Huangshi, Qianjiang, etc.) from March, causing a second wave of drop-in close prices until the end 

of March according to Fig. 4. This may suggest that further lockdown restrictions across the country 

would hurt the stock market by raising severe uncertainty and negative investor sentiment. The 

market closing prices, nevertheless, managed to recover from the continuous decline in April. 

First lockdown relaxation in China (April 8th, 2020). Wuhan eased the lockdown and restored 

all transportation for the public who had a “Green Code”. The trend in closing prices was contra-

dicted by Matshcke et al. the market did not experience a negative return immediately, but levelled 

off for a short period of time, which probably supported the theory of economic inertia [26]. 

Since there were no more national-degree lockdown restrictions being announced in 2020 (A few 

regional lockdowns are not taken into account in this analysis), the closing prices continuously rose 

because of the recovered investment confidence.  

Second lockdown restriction period  in China (January 11th, 2021). At the time of the Lunar 

New Year in 2021, China had reported a huge jump of confirmed cases (in Heilongjiang, Hebei, 

Beijing, etc.) after a 5-month successful control of COVID in 2020 due to the holiday travelling and 

international tourists. Therefore, the second wave of lockdown was imposed across the country. 

While traced in Figure 2, the closing prices fell with the psychological panic in the middle of Janu-

ary and dropped to the trough at the end of the month. Whereas it managed to recover as regular 

after a short while. 

Third lockdown restriction in China (December 2021). Lockdowns again happened at the end 

of the year when people were travelling back to their hometowns for the new year celebration in 

China. The third lockdown restrictions were imposed in most provinces (Yunnan, Heilongjiang, 

etc.), resulting in a continuous drop in closing prices (Fig. 3). However, it is worth mentioning that 

the degree of decline was not as much as in the previous lockdowns, and the reason could be at-

tributed to the fact that stockholders were better prepared for the repeated lockdowns. Nevertheless, 

the reduction in effect could not eliminate the negative impacts on the liquidity and volatility in the 

stock market overall. 

Third lockdown relaxation in China (January 2022). The gradual relaxation of lockdown was 

announced in most cities (Xi’an, etc.). As Matshcke et al. suggested, the market had experienced a 

negative return either because of the mis-transmission of information or the continuous worry of 

virus control [26]. However, the market recovery as expected was interrupted by the fourth wave of 

national-level lockdowns later in the spring. Therefore, the closing prices did not manage to rise but 

levelled off in February, followed by a series of drops from the end of the month (Fig. 3). 

Fourth lockdown restriction in China (March-April 2022). Starting from March of 2022, Jilin 

province had entered an emergent phase where nearly all major cities were required for lockdown. 

Closely followed by Shanghai, one of the most important cities for the Chinese economy was forced 

to lockdown because of the sudden rise of COVID confirmed cases. While corresponding to Fig. 3, 

the close prices went through one of the most significant drops even since the COVID outbreak, 
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with a trough at 3107.67 on March 16th, 2022. Despite the fact that the index closing prices did 

manage to recover in March, the lockdown restriction announced in Shanghai on April 3rd had hit 

led to a continuous drop in closing prices because of panic and uncertainty derived from the lock-

down of the city which contributed to the most to the Chinese economy [21]. 

4.2. Stock Index: FTSE.GI (UK) 

 

Figure 4: Close prices of FTSE.GI from December 2019 to June 2021. 

According to Fig. 4, the general trend of close prices was shown to vibrate from 5000 to 7000 with 

a sudden drop at the end of March 2020 but slowly recovered after that. 

First lockdown restriction (March 23rd, 2020-June 22nd, 2020). The PM announced that the 

residents in the UK were required to “stay at home”. When trace correspondingly to the close prices 

(Fig. 4), it meets the trough in the market, implying that when restrictive lockdowns were imposed, 

stockholders acted irrational and pessimistic so that the close prices were negatively affected due to 

the loss of trust in the market. However, shortly after the declaration, the close prices rose with a 

series of fluctuations, inferring that people had been used to the lockdowns, reducing the level of 

uncertainty and irrationality since they gradually realized that lockdowns would control the spread 

of the virus. Hence, they performed more actively in this case. 

First lockdown relaxation (June 23rd, 2020-August 17th, 2020). On June 23rd, 2020, the PM 

officially declared that UK’s “national hibernation” had come to the end, in other words, the lock-

down was gradually relaxed. It can be seen from Figure 4 that around June 2020, the close price had 

reached a relatively small peak, indicating that the good news had raised stockholders’ confidence 

and became more willing to invest in the market. However, it is also worth mentioning that shortly 

after the peak reached, the close prices fell again as Matshcke et al. suggested [26]. The possible 

reason for this could be people awoke from the excitement of lockdown ease, and started to worry 

about the repeated spread of COVID or being trapped in the lockdown restrictions again. Therefore, 

they were cautious about investment. 

Second lockdown restrictions (November 5th, 2020). On November 5th, 2020, a second na-

tional lockdown came into force in the UK, which corresponded to a second trough in Fig. 4. Alt-

hough it again proved that the lockdown restriction was able to raise uncertainty and reduced close 

prices with low liquidity but high volatility, it is noticed that the magnitude of the drop was not as 

significant as the previous one. This suggests that people might psychologically be better prepared 

for the restrictive lockdown; however, the policy hit the market anyway. 

Third lockdown restriction (January 6th, 2021). England entered a third national lockdown at 

the start of the new year on January 6th, 2021. Unlike the previous two lockdowns, people this time 

were responding far more rationally than ever before, according to a relatively level-off trend in Fig. 

4. The reason was that the third lockdown was not as restrictive as the previous ones with the de-
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cline in confirmed cases, therefore people were more confident with the stock market compared to 

the past. 

Third lockdown relaxation (March 9th, 2021-March 19th, 2021). The UK government of-

fered a route back to a more normal life to people from the second week of March, and the relaxa-

tion announcement did raise the close prices a little bit since people were happy with the positive 

news. However, because of the economic inertia and the pattern brought up by Matshcke et al. the 

stock market did not recover immediately but remained in negative returns for a month until April 

[26].  

5. Discussion 

Based on the data analysis in the previous section, I can infer information about a general trend of 

closing prices alongside the lockdown policy in both countries.  

5.1. Liquidity and Volatility 

The outcome of the analysis again proved what Baig et al. had suggested that the lockdown re-

strictions were able to cause low liquidity and high volatility because the policy played a crucial 

role in raising public fear (investor sentiment) and concern, driving the stockholders to be largely 

pessimistic with the future of the stock market and therefore reduce their activeness in the market 

performance [7]. 

5.2. Stock Market Return 

The relationship between the continuously alternant restriction and relaxation of lockdown policy in 

both countries had largely undermined the efforts the stock markets made to recover and take the 

advantage of economic inertia, thus, I could infer that lockdown policy is not the best long-term 

solution for the stock market in the time of COVID-19 when the epidemic has been repeated ever 

since its outbreak in 2019.  

 Lockdown restriction. In the UK and China, although because of different levels of efficiency, 

these two countries I studied had taken varying time for the stock market to react, both of their clos-

ing price patterns showed that the restrictive lockdown policy drove negative returns in the initial 

phase when stockholders were generally panicked with the official announcements made by the 

governments. Some may argue that according to the figures, the stock markets did recover shortly 

after the restriction declaration, however, it is worth noticing that the final closing prices the stock 

markets managed to reach after the recovery were still much lower than before, indicating that the 

hits which the restrictive policy provided for the stock market were unable to be corrected in a short 

term (Fig. 1, 2, 3, 4). 

Lockdown relaxations. Lockdown relaxations are able to reverse the positive returns when the 

market had already managed to recover from the lockdown restrictions across the countries [1]. Ac-

cording to the data of 0.000001SH and FTSE.GI, the closing prices had both, inevitably, fallen back 

into negative returns (regardless of the respective time taken for stock markets to react) after the 

relaxation announcements being made by the government. 

5.3. Limitations 

Although this paper has done some work on stock data and given out conclusions with supportive 

evidence (in both theoretical and data-based ways), however, limitations are still involved in this 

research paper. Firstly, there is a lack of stock data apart from closing prices which can only tell 

limited information about the market. Hence, I suggest that the future paper should include swing 
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values and turnover ratios if they are accessible. In addition, there is quite a conflict between the 

goals of achieving good public health and maintaining the well-being of stock markets. Up until 

now, there is barely any way as effective as lockdown policies to control the viral spread in a long 

run; therefore the limited perspective of this paper may cause arguments on morality. However, I 

hope that a possible balancing solution could be thought out as soon as possible.  

6. Conclusion 

In this paper, I examine the performance of investors and stock market returns in China and the UK 

by analyzing the closing prices of stock indexes 0.000001SH and FTSE.GI respectively in the cor-

responding time of lockdown policies implementations in each country. With the application of cer-

tain economic models such as investor sentiment, volatility, liquidity and economic inertia, I sug-

gest the uncertainty, high volatility and low liquidity that both lockdown restrictions and relaxations 

brought outweigh their positive impacts on the stock markets to some extent.  

In the meantime, this paper also responds to the question of whether lockdown is the best long-

term policy to combat the COVID-19 pandemic from a stock market perspective. From the out-

comes that have been concluded from the data, I reckon that the stock markets are largely hit by 

both restrictions and relaxations supported by two observations: first, the closing prices at the end of 

each policy implementation period were not able to recover to the level before (See Section 5: Dis-

cussion); meanwhile, the alternant policies (both cause negative returns at the initial phase and posi-

tive returns at the very end) unable the positive returns to be fully accessible to the market but being 

interrupted by the new announcement instead. Hence, I conclude that from a stock market point of 

view, a lockdown policy is not the best long-term solution to the pandemic. 
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