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ABSTRACT

The outbreak of Novel Corona Virus (COVID 19), the new pandemic, has slowed down economic 
activity all over the world and put most of the economies of the world in front of another recession. The 
current pandemic situation evolved in Wuhan and spread all over the world. This medical crisis brings 
the whole world into an economic crisis. The macroeconomic outlook all over the world for the financial 
year 2020-21 has been adversely affected by COVID 19. The stock markets of emerging economies are 
affected adversely. The US stock market witnessed one of its worst quarters due to this situation. The 
Indian stock market also crashed due to the global economic shutdown and panic, but the Indian stock 
market bounced back gradually. The Indian stock market currently shows no such impact of COVID, but 
until May 22nd, 2020, the SENSEX was corrected by 23% following the outbreak of COVID-19 in India. 
This research paper focuses on the impact of the COVID-19 pandemic on the economy. The study 
mainly depends on secondary data. The present study tries to address the effect of various restriction 
measures on the economy. It has been evolved that during the period of COVID-19, there is a need for a 
free flow of adequate funds to the industry through the financial market to sustain economic 
development. The government should take proper initiative to make this easier.
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INTRODUCTION

SARS-CoV-2 (COVID 19) is a health crisis, but this health crisis has transformed the world into an 
economic crisis. The COVID-19 pandemic is the biggest problem for mankind in recent modern history. 
It originated in Wuhan, Hubei province, China but has spread to all over the world, putting serious 
pressure on various sectors of the economy. Almost half the world’s population is under strict restrictions 
imposed by respective governments on movements to control the spread of this highly infectious 
disease. On March 11, 2020, the World Health Organization (WHO) (Ghebreyesus & World Health 
Organization, 2020) declared COVID-19 as a global pandemic.

The global economy came to its knees due to this pandemic situation. The whole world is going through 
a remarkable economic situation. COVID-19 creates uncertainty in the world economy and in our 
country also. Everywhere in the world, people try to stop the spread of these infectious diseases, which 
leads to social distancing, shutdown of financial markets, corporate offices, business activities, social 
events, educational institutions, etc. In other words, lockdown of every activity excluding healthcare.

COVID 19 is a very serious public health emergency of international concern. It has disrupted global 
economic activity. As a result, various companies across the world, irrespective of their size, stop 
functioning and create supply-side and demand-side downtrends. Transport facilities among countries 
are limited or restricted. Consumption is the biggest component of GDP, but the consumption pattern of 
people has been distorted or changed due to COVID 19. The main focus of most nations is on saving 
lives because if there is life, there will be livelihood. For the time being, various countries have closed 
their international and national borders, and all economic activities have come to a halt. of India imposed 
a lockdown on the nation from 25/03/2020 for a period of 21 days initially. Prolonged and widespread 
restrictions on the movement, containment, and social distancing of people created uncertainty and led 
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to disruption of every kind of business activity and created a demand and supply shock of goods and 
services, including crude oil, which fell below zero for the first time in world history.

The world economy has been facing difficulty for the last two years due to COVID-19. Various waves of 
infection impacted both vulnerable sectors of society and corporate sectors. As of February 28th, 2022, 
more than 59 lakh people in the world died due to these viral infections and in India 5, 13,843 people lost 
their lives (NSO, 2022).

The first confirmed case of COVID-19 in India was on January 30, 2020, in Kerala. On February 2nd and 
3rd, 2020, another two cases were reported from Kerala. These first 3 cases of COVID were from 
returnees from Wuhan, China. The first claim of the virus was from Karnataka, where a man was 76 
years old and had a travel history to Saudi Arabia. Before the start of lockdown in the whole nation on 
March 25, 2020, more than 600 people were infected by COVID-19, and the virus had claimed 10 lives.

With the announcement of a complete lockdown of 21 days from March 25th, 2020, economic activities 
all over the nation were stalled. People stayed at home and went out only for essential commodities. The 
government of India imposed a strict lockdown to restrict the spread of this virus and three times 
increased lockdown phases.

During the lockdown period, an estimated 12.2 crore people lost their jobs, according to the Centre for 
Monitoring Indian Economy (CMIE) (The Hindu, 2020). An estimate shows that the income of 45% of 
households across the country dropped drastically as compared to the previous year. We know one of 
the biggest components of GDP is consumption. But due to the economic activity shutdown, 
consumption of non-essential goods was brought down.

In our country, crores of migrant labourers are working in various sectors of the economy and staying 
away from their homes. The unprecedented shock of COVID-19 resulted in lockdown; as a result, major 
corporations such as Maruti, TATA Motors, and BHEL have temporarily ceased operations or reduced 
their activities significantly. Many small business houses and companies in the MSME sector have 
either stopped or reduced operations. As a result, a huge number of employees lost their jobs. According 
to CMIE data in April 2020 (Vyas, 2022), an estimated 12.2 crore people lost their jobs. But the recovery 
was fast. During May and June 2020, 31.5 million and 63.2 million jobs came back. India faces an 
additional 13.3 million job losses during the second wave of COVID-19. In the IT sector, 30,000 people 
lost their jobs and another 60,000 were working with less pay.

Another area of concern is the financial market, as this market is drastically affected by COVID 19 all 
over the world. A sound financial system plays an important role in the development of any country's 
economic growth. The financial system promotes savings and investment in the economy and 
accelerates the formation of financial assets. The financial markets are an integral part of this system 
and play an important role. The financial markets act as a link between the surplus sector and the deficit 
sector of financial resources. It also facilitates efficient mobilization of capital and proper allocation of 
financial resources among different sectors of the economy for productive use and long-term and 
sustainable development. The capital market provides the way through which it is possible. We know 
that long term economic growth is associated with the efficiency of the capital markets, but this 
unprecedented shock of COVID-19 affected the global capital markets. The crisis due to the outbreak of 
COVID-19 is not equal to the global financial crisis [GFC] of 2007. The magnitude of the impact of the 
coronavirus on both the segments of the capital market is unprecedented.

The article is divided into three sections. Section 2 depicts impact of SARS-COV-2 in Indian economy. 
Section 3 gives concluding observations. 

LITERATURE REVIEW

Studies are growing rapidly on the impact of this pandemic on economy as well as on financial markets 
in India and abroad. Ramelli and Wagner (2020) analyzed the impact of COVID 19 on stock market. 
Mirza et al. (2020) examine the possible policy requirement to maintain solvency level before pandemic. 
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Each and every sectors of world economy have been affected by this pandemic. Previously world 
economy has faced worst economic recession in 1930. WHO in January 2020, declares COVID 19 as 
world health emergency and thereafter on March 11, 2020 declares it as pandemic. The mortality rate 
of COVID 19 as compared to earlier virus-related health crisis in the world is low but it spreads among 
the people rapidly than others [Table 2]. The numbers of cases double in every two to three days or 
even more quickly. Till now we have faced three waves of COVID 19. Already it has claimed 59, 44,342 
lives and infected more than 43 crore peoples in the world.

Zhang, Hu and Ji (2020) investigate country specific risks and system risks in the global financial market 
due to COVID 19 and concluded that due to pandemic situation global financial market risks have 
increased substantially. Markets become unpredictable and highly volatile. Liu et al. (2020) analyze the 
short-term impact of the corona virus outbreak on 21 leading stock market indices. Fallahgoul (2021) 
investigate investor beliefs, sentiment and disagreement, about stock market returns during the COVID-
19 pandemic and concluded that sentiment has a sharp decline across all investors between February 
19, 2020 and March 23rd, 2020. Klose and Tillmann (2021) analyze the effect of this pandemic on 
financial markets of European countries and concluded that some policy measures taken by 
government were effective for reassuring financial market. Varma et al. (2021) using event study 
methodology examine the short-term impact of COVID 19 on Indian stock market and found that this 
pandemic has increased the risk in the stock market but the sector wise impact was temporary. Various 
rating agencies and World Bank had initially revised global economic growth for fiscal year 2021. 

Objective

The main objective of this article is

I) To know the impact of COVID 19 on Global economy and Indian economy

RESULTS AND DISCUSSION 

Impact of COVID 19 on Economy

• Global Scenario

The global economy which was in turbulence in 2019 faces an unprecedented shock due to outbreak of 
COVID 19[Table 1]. The virus which was burst in Wuhan in china changed the lives and livelihood of 
world’s people drastically. 

Table 1: Global Economy before COVID 19
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