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NAS RK is pleased to announce that Bulletin of NAS RK scientific journal has been accepted
for indexing in the Emerging Sources Citation Index, a new edition of Web of Science. Content
in this index is under consideration by Clarivate Analytics to be accepted in the Science Citation
Index Expanded, the Social Sciences Citation Index, and the Arts & Humanities Citation Index.
The quality and depth of content Web of Science offers to researchers, authors, publishers, and
institutions sets it apart from other research databases. The inclusion of Bulletin of NAS RK in the
Emerging Sources Citation Index demonstrates our dedication to providing the most relevant and
influential multidiscipline content to our community.

KasakcmaH Pecriybniukacbl ¥immbik fblribiM akademusicbl «KP YFA Xabapuwbicbl» fbiribiMU
XypHanbiHbiH Web of Science-miH xaHanaHfaH HyckKacbl Emerging Sources Citation Index-me
UHOekcmeriyee KabblnOaHFaHbIH xabapnaldbl. byn uHdekcmeny 6apeicbiHOa Clarivate Analytics
KomMraHusickl XypHanobl odaH opi the Science Citation Index Expanded, the Social Sciences
Citation Index xoHe the Arts & Humanities Citation Index-ke Kabbinday macerneciH Kapacmbipyda.
Web of Science 3epmmeyuwinep, aemopnap, bacnawbinap MeH MeKemeriepee KOHMeHm
mepeHOiei MeH carnacbkiH ycbiHadbl. KP ¥FA XabapwsbicsiHbiH Emerging Sources Citation Index-
Ke eHyi 6i30iH KoramOacmabIK YWiH eH e3ekmi xaHe 6edendi MyrnbmuducyuniuHapsibl KOHMeHmKe
a0arnobifbiMbI30bi 6indipedi.

HAH PK coobwaem, 4mo Hay4yHbil XypHan «BecmHuk HAH PK» 6bin npuHam Ons
uHOekcuposaHusi 8 Emerging Sources Citationindex, obHoeneHHolU eepcuu Web of Science.
CodepxaHue 8 amom UHOeKcupogaHUU Haxooumcs e cmaduu pacCMOMpeHUss KomraHueu
Clarivate Analytics dnsi danbHeluwe2o npuHsamus xypHana e the Science Citation Index Expanded,
the Social Sciences Citation Index u the Arts & Humanities Citation Index. Web of Science
npednazaem Kadecmeo U anybuHy KoHmeHma 05 uccriedosamersiel, asmopos, uddamernel u
yypexdeHul. BkmoyeHue Becm+uka HAH PK e Emerging Sources Citation Index 0emoHcmpupyem
Hawy rpusepxeHHoCcMb K Haubonee akmyasibHOMY U 8/1UsiMmeribHOMY MybmuducyuniuHapHoOMy
KOHmMeHmy 05151 Haweao coobujecmea.




. Bac penakrop:
KOUTEJAUEB Moaméer Kymkabaiiyasl (0ac pemakTop), Tapux FHUIBIMIAPBIHBIH JOKTOPEI, Ipodeccop,
KP ¥TA akagemuri (Anmvartsl, Kazakcran) H =3

Pepakuus ajaxkacer:

OMAPOB baysip:kan Kymaxanyibl (0ac pegakTop/islH opbiHOacapbl), (UI0IOTHS FHUIBIMIAPBIHBIH JOKTOPHI,
npodeccop, KP ¥FA axanemuri (Hyp-Cynran, Kazakcran) H = 4

MATBI’KAHOB Ken:kexan CisiMiKaHYIbl, (QIIOJIOTHS FBUIBIMIAPBIHBIH TOKTOPHI, mpodeccop, KP ¥YFA
KoppecnonaeHT mymieci (Anmarsl, Kazakcran) H =1

CATIAPBAEB O6nizkanap ’KymaHyJibl, 5)KOHOMHKA FBUIBIMJIAPBIHBIH TOKTOPHI, podeccop, KP ¥FA kypmerTi
Myuieci, XanblKapajablK HHHOBAIMSUIBIK TEXHOIOTHSIAP aKaleMHsChIHBIH Npe3uaeHTi (AnmMarsl, Kasakcran) H = 4

MOBMIIA Panxy Iarerpe, Ph.D (apxeonorus), Helo-Hopx yuuBepcurerinin npodeccopst (Horo-Mopk, AKIII)
H=19

BAHAC Wo3ed, aneymerrany FUTBIMAAPHIHBIH JOKTOPHI, KEITyB TEXHONOTHANBIK YHUBEPCHTETIiHIH IPOheccophl
(OKemrys, [Tonpma) H =26

JYKBAHEHKO MHpunna I'puropbeBHa, SKOHOMHKA FHUIBIMIAPBIHBIH JOKTOPHI, THpodeccop, YKpanHaHBIH
eHOCK CIHIpreH FbUIBIM JKOHE TeXHWKa Kaiparkepi, «KueB-Moxuia akageMusicb» YITTBIK YHUBEPCUTETIHIH Kadeapa
Mmenrepyiuici (Kues, Ykpauna) H =2

MAKWIOBA Aiibimikan  TeJiereHKbI3bl, SKOHOMHKA FBUIBIMAAPBIHBIH JOKTOpBL, TIpodeccop, Hapxos
VYausepcurerti (Anmartel, Kasakcran) H =3

HNCMATYJIOB Opa3zak Wcemaryayiasl, Tapux FRUIBIMAAPBIHBIH TOKTOpHL, Tpodeccop, KP ¥FA akamemuri
(Hyp-Cynran, Kazakcran) H =6

OBbXKAHOB Xankenni MaxmyTyisl, Tapux FbUIBIMIApbIHBIH J0OKTOpHI, mpodeccop, KP ¥YFA akamemuri
(Anmarsr, Kazakcran) H =4

BU/KAHOB Axan XycaiibIHYJIbI, cascaTTaHy FhUIBIMIApbIHBIH JTOKTOphl, KP ¥FA koppecnonaeHT-mymieci,
dunocodus, cascarTaHy KoHe JIHTaHY HHCTUTYTHIHBIH AUpekTopbl (Anmarsl, Kazakcran) H = 1

TAMMAFAMBETOB XKaken Ko:kaxmeTyJ1bl, TapHX FRUTBIMAAPBIHEIH TOKTOpEL, mpodeccop, KP ¥YFA akanemuri
(Anmarsl, Kazakcran) H = 4

CYJEUMEHOB Maiinan KyHTyapy/bl, 3aH FhUIBIMIApHIHBIH JOKTOpHI, npodeccop, KP ¥YFA axamemuri
(Anmarsl, Kazaxkcran) H =1

CABUKEHOB Canaxunen Hypcapblyibl, 3aH FBUIBIMAAPBIHBIH JTOKTOpHI, mpodeccop, KP ¥FA akanemuri
(Ammvartsr, Kazakcran) H =2

KOXKAMKAPOBA J[lapusikya IlepHemKbI3bl, TapuxX FBUIBIMIAPBIHBIH TOKTOpH, mpodeccop, KP ¥YFA
akanemuri (Anmarel, Kazakcran) H = 2

BAUTAHAEB Baybip:kan O06ilmyabl, Tapux FhUIBIMIApHIHEIH jgokTophl, KP YFA akagemuri (Ammarsl,
Kazakcran) H=1

BA3APBAEBA 3eiinen MycaiMKbI3bI, (HUIOIOTHS FRUIBIMAAPBIHBIH JOKTOPHI, Tpodeccop, KP ¥FA akaxemuri
(Ammvatsr, Kazakcran) H=1

IMTAYKEHOBA 3apema KaykeHKbI3bl, 0JI€yMETTaHy FRUIBIMIAPBIHBIH TOKTOPEI, Tpodeccop, KP ¥FA akamemmuri
(Ammatsl, Kazakcran) H=1

KOJIJACBEKOBA bassn OMip0eKKbI3bl, (uiionorus FeUIBIMIAPBIHBIH JOKTOpBI, mpodecop, KP ¥YFA
KoppecnoHJeHT mymieci (Anmarsl, Kasakcran) H =2

HYPKATOBA JIsas3zar TeJiereHKbI3bl, oJ€yMETTaHy FBUIBIMAAPBIHBIH JIOKTOPBI, mpodeccop, KP ¥FA
KoppecronaeHT mymieci (Ammvarsl, Kazakcran) H = 1

OBIVIKACBIMOBA Asnma EciM0eKKbI3bI, TI€Iarornka FBUIBIMIAPBIHBIH IOKTOpHL, mpodeccop, KP ¥YFA
akajemuri, Peceii Oinim akaneMusichiHBIH akajeMuri (Mackey K.), [lenarornkainsik 0iniM Oepy/ii 1aMbITy OpPTaJbIFbIHBIH
nupektopsl (Anmarsl, Kazakcran) H =1

HINIIOB Cepreii EBrenbeBuy, nearornka FbUIbIMAAPbIHBIH JOKTOPBI, Tpodeccop, rnearoruka kadenapachHbIH
Mmerrepymici, K.I. PazymoBckuii areiamgarsl Mockey MEMIIEKETTIK TEXHOJOTHSUIAP JK9HE OacKapy YHHBEPCHTETiHIH
OJIEyMETTIK-TYMaHUTAPIBIK FRUIBIMIAD KOHE TEXHONOTHsIap (hakyabpTeTiHiH aekaHsl (Mockey, Peceit) H = 34

JAUBO Anna BaagumupoBHa, GMIONOTHS FRUTBIMIAPHIHEIH TOKTOpEl, PFA koppecrnonnent-mymeci, PFA Tin
O1mimi mHCTUTYTBIHBIH Opain-anTaii Tinaepi 6emiMinin MmeHrepyurici (Mackey, Peceit) H = 3
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. Ii1aBHBIH pegakTop:
KOUTEJBAUEB Mamber KymxkabaeBuu (TMaBHBIA peNakTop), MOKTOP HCTOPUYCCKUX HayK, Ipodeccop,
akanemuk HAH PK (Anmarsr, Kazaxcran) H =3

PepaknuonHasi KoJjlerus:

OMAPOB Baybip:kan JKymaxanyiasl (3aMECTHTENIb DJIABHOTO PENaKTopa), IOKTOP (HIONOrMYECKHX Hayk,
npodeccop, akagemuk HAH PK (Hyp-Cynran, Kazaxcran) H=4

MATBIZKAHOB Ken:xexan CasiMKaHOBHY, TOKTOP (PHIIOTOTHICCKUX HAYK, IPOPECccop, WICH-KOPPECIIOHICHT
HAH PK (Anmarel, Kazaxcran) H =1

CAITAPBAEB Aoauxanap JskymaHoBHY, TOKTOp SKOHOMUYECKUX HayK, mpodeccop, modetHsIi uieH HAH PK,
npe3ueHT MexayHapoIHOM akaieMUi MHHOBAMOHHBIX TexHonoruit (Anmarel, Kazaxcran) H =4

MOBMIIA Paxy II>1p), mokrop ¢unocodun (Ph.D, apxeonorus), mpodeccop Hero-Mopkckoro yaupepcurera
(Hpro-Hopk, CLLIA) H = 19

BAHAC Wo3ed, 10KTOp COIMOTOrHYECKHX HayK, Tpogeccop JKeIryBCKOTO TEeXHONOTHYECKOTO YHHBEpPCHTETa
(OKemrys, [Tompma) H = 26

JYKbSAHEHKO Hpuna I'puropbeBHa, JIOKTOp 3KOHOMHYECKHX HayK, Mpodeccop, 3aciIyKeHHBIH JesTeNnb
HAyKH{ U TCXHUKH YKpauHbl, 3aBe/yolias kadenpoit HarmonaneHoro yausepcurera « KneBo-MoTHIIsIHCKas akaqeMusDy
(Kues, Ykpanna) H=2

MAKVWIOBA Aiibimikan TyjiereHoBHa, JOKTOP SKOHOMHYECKHX HayK, mpodeccop, YruBepcurer Hapxos
(Ammarer, Kazaxcran) H =3

HNCMATI'VJIOB Opazak HcmaryioBu4, TOKTOp HCTOPHYECKHX Hayk, mpocdeccop, akagemuk HAH PK
(Hyp-Cynran, Kazaxcran) H =6

ABXAHOB Xankenan MaxmyToBH4, JOKTOpP UCTOPUYECKUX HayK, npodeccop, akagemuk HAH PK (Anmarsl,
Kazaxcran) H=4

BUKAHOB Axan XycamHOBHUY, JOKTOp MOJUTHUECKUX Hayk, uieH-koppecnongent HAH PK, nupektop
Wucturyra dpunocoduu, monuronorun u penuran (Ammarsr, Kazaxcran) H=1

TAUMATAMBETOB JKaken Ko:kaxmeToBud, T0KTOp HCTOPHYECKHX Hayk, npodeccop, akamemuk HAH PK
(Anmarsl, Kazaxcran) H=4

CYJIEMMEHOB Maiinan KynTyapoBud, T0KTOp IOpHIMUECKHX HayK, Ipodeccop, akanemuk HAH PK (Anmars,
Kazaxcran) H =1

CABUKEHOB Canaxunen HypcapmeBu4, TOKTOp IOpHIMYECKHX Hayk, npodeccop, akagemuk HAH PK
(Ammarer, Kazaxcran) H =2

KOXKAMXAPOBA Jlapusikyias IlepHemeBHa, JOKTOP MCTOPHUECKUAX HAyK, mpodeccop, akagemuk HAH PK
(Anmarsl, Kazaxcran) H=2

BAUTAHAEB Bayp:xan A6unieBuu, JOKTOp HCTOpHUecKHX Hayk, akajgemuk HAH PK (Ammarsi, Kazaxcran)
H=1

BA3APBAEBA 3eiinen MycanmoBHa, J0KTOp (rutonorndecknx Hayk, npodeccop, wieH-koppecrnonaeHr HAH
PK (Anmarel, Kazaxcran) H =1

IIAYKEHOBA 3apema KaykeHoBHa, TOKTOp COIIMOJIOTHYECKUX HAyK, mpodeccop, akageMuk HAH PK (Anmmarsr,
Kazaxcran) H = 1

KOJJACBEKOBA Bbasin OMup6exoBHa, JOKTOp (HIOJIOTHYECKUX HAyK, IPodeccop, UICH-KOPPECIIOHICHT
HAH PK (Anmarsl, Kazaxcran) H =2

HYPKATOBA JIaz3ar TosiereHoBHa, TOKTOP COIMOJIOTHYECKUX HayK, Tpodeccop, wieH-koppecnonaent HAH
PK (Anmmarsl, Kazaxcran) H =1

ABBIJIKACBIMOBA Anma EcuméexoBHa, TOKTOp MEAarormyeckux Hayk, mpodeccop, akamemuk HAH PK,
akaneMuk Poccuiickoii akanemun o6pazoBanus (T. MockBa), aupextop LleHTpa pa3BuTHS eaarornieckoro oopa3oBaHus
(Anmarsl, Kazaxcran) H=1

HINIIOB Cepreii EBrenseBuy, J0OKTOp I1€1arornyeckux Hayk, npodeccop, 3aBeyomunii kKaheapoi nejaroruky,
nekaH (akynsreta ColMambHO-TYMaHUTAPHBIX HAYK M TEXHOJIOTHH MOCKOBCKOTO TOCYIapCTBEHHOTO YHHBEPCHUTETA
TexHonorui u ynpasienus nmenn K.I'. PasymoBckoro (Mocksa, Pocenst) H = 34

AbIBO Anna BraammMupoBHa, TOKTOp QIIIONOTHYECKAX HAYK, WIeH-KoppectonaeHT PAH, 3aBenyrommuii otaenom
ypamo-anTtaiickux si3p1k0B MHCTHTYTa s1361K03HaHNA PAH (MockBa, Poccuns) H =3
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DETERMINANTS OF BANK’S SHARES RATES OF RETURN DURING COVID-19.
THE EVIDENCE FROM VISEGRAD GROUP STOCK EXCHANGES

Abstract: COVID-19 is a pandemic with unprecedented historical impact on the economy, the
banking sector and the financial system. Restrictions introduced administratively overnight have deprived
entire sectors of the economy of sources of income, raising questions about the necessary scope of state
support, the ability of enterprises to survive, the level of unemployment and the condition of the banking sector.
Compared to some Western European countries (Italy, Spain) and the United States, the countries of Central
and Eastern Europe are coping with the pandemic relatively well, and yet the collapse of stock exchange indices
is observed, and the scale of the decline in the market value of banks is even deeper. The subject of this study
is the analysis of the impact of COVID-19 on the share prices of banks listed on stock exchanges in the
Visegrad Group countries (Poland, Czech Republic, Slovakia and Hungary). The capitalisation of stock
exchange banks in these countries in the period from 01.01.2020 to 18.05.2020 decreased more than the
capitalisation of the stock exchanges on which the banks' shares are listed (Table 5). Only in the case of
Hungary did the scale of the decline turn out to be comparable. Based on a sample of 19 commercial banks
which shares are listed on stock exchanges and with reference to the period from the beginning of 2020 to 18
May 2020, a linear regression model was created, in which TCR and C/I turned out to be important independent
variables, having a key impact on the volatility of bank share prices during the pandemic. This means relatively
greater resilience to the crisis of well-capitalised banks, i. e. those that can afford to consume capital during
the crisis as well as highly efficient banks compared to the whole banking sector.

Key words: banking sector; commercial banks; banking crises, COVID-19, Visegrad Group, rate of
return; stock exchanges; regression model

Introduction. COVID-19 is a pandemic with
unprecedented historical impact on the economy,
the banking sector and the financial system. The
administrative restrictions introduced overnight
have deprived entire sectors of the economy of
sources of income, raising questions about the
necessary scope of state support, the ability of
enterprises to survive a pandemic, the level of
unemployment and the condition of the banking
sector. The negative consequences of the pandemic
for the banking sector include the expected increase
in the cost of risk, and once the restrictions stop,
economic activity is expected to decrease due to
worsening  social  sentiment and  growing
uncertainty. Also the low interest rate policy is not
conducive to profitability in the retail banking
segment. Low interest rates also discourage saving

—=110

and in this case the liquidity rationale may limit
lending. Compared to some Western European
countries (Italy, Spain) and the United States, the
countries of Central and Eastern Europe are coping
with the pandemic relatively well, and yet the
collapse of stock exchange indices is observed, and
the scale of the decline in the market value of banks
is even deeper. The subject of this study is the
analysis of the impact of COVID-19 on the share
prices of banks listed on stock exchanges in the
Visegrad Group countries (Poland, Czech Republic,
Slovakia and Hungary). The capitalisation of stock
exchange banks in these countries in the period from
01.01.2020 to 18.05.2020 decreased more than the
capitalisation of the stock exchanges on which the
banks' shares are listed (Table 1).
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Table 1 - Rates of return of shares issued by banks listed on Visegrad Group stocks of exchange

From the date of the first infected

Stock of exchange Index 01.01.2020 - 18.05.2020 person found till 18.05.2020
PSE PX -21,82% -10,81%

Banks* -39,43% -29,87%
BSSE SAX -6,03% -6,90%

Banks* -17,09% -6,97%
BSE BUX -23,48% -14,27%

Banks* -23,18% -19,30%
WSE WIG -22,31% -12,17%

Banks* -29,47% -17,75%

* - Capitalisation-weighted drop in banks’ shares pricesSource: Own elaboration.

Only in the case of Hungary did the scale of the
decline turn out to be comparable. Based on a
sample of 19 commercial banks which shares are
listed on stock exchanges and with reference to the
period from the beginning of 2020 to 18 May 2020,
a linear regression model was created, in which
TCR and C/I turned out to be important independent
variables, having a key impact on the volatility of
bank share prices during the pandemic. This means
relatively greater resilience to the crisis of well-
capitalised banks, i. e. those that can afford to
consume capital during the crisis as well as highly
efficient banks compared to the whole banking
sector.At the same time, the authors, while initially
building different versions of the regression model,

came to the conclusion that the rates of return on
investment in banks' shares were not significantly
affected by the moment of the outbreak of the
pandemic in a given country (identified with the
date on which the first case of COVID-19 was
found) or by the results of the adopted strategy for
dealing with the pandemic, presented in Table 2.

The above mentioned outcomes are quantified
by the number of illnesses, recoveries and deaths
per 1000 inhabitants [1-3].

We contribute also both to the fast-growing
body of work on the financial impacts of COVID-
19 as well as on factors affecting banks’ market
values during crises.

Table 2 - COVID-19 in Visegrad Group countries

Date of the Ig:r?tlaer of Total Total Total

Country first case of people number of | number of | number of !\Iumper of
COVID-19 infected deaths recovered tests inhabitants
found (18.05.2020) (18.05.2020) | (18.05.2020) | (18.05.2020)

Poland 04.03.2020 | 18529 925 7451 620 249 38 386 000

Czech

Republic 01.03.2020 | 8480 298 5468 356 515 10 650 000

Slovakia 06.03.2020 | 1494 28 1163 143 433 5 450 000

Hungary 04.03.2020 | 3509 451 1396 135 137 9 773 000
[_)ate of the :L?rt\?:)er of Total Total Total

Country first case of people number of | number of | number of _Numper of
COVID-19 infected deaths recovered tests inhabitants
found (18.05.2020) (18.05.2020) | (18.05.2020) | (18.05.2020)

Poland 04.03.2020 | 18529 925 7451 620 249 38 386 000

Czech

Republic 01.03.2020 | 8480 298 5468 356 515 10 650 000

Slovakia 06.03.2020 | 1494 28 1163 143 433 5 450 000

Hungary 04.03.2020 | 3509 451 1396 135 137 9 773 000

Source: Own elaboration.
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Literature review. The study described in
this paper focuses on the impact of the COVID-19
pandemic on the behaviour of selected stock
markets and, against this background, analyses of
the impact of the virus on the banking sector. In
particular, two research questions arise: (i) does
crisis management affect the capitalisation of listed
banks? (ii) which kind of banks have suffered most
from the negative effects of the pandemic in terms
of the decline in market value? Ma et al. (2020), on
the basis of an analysis of the up to date proliferation
of COVID-19 and previous pandemics, have
concluded that the spread of COVID-19 is likely to
have a greater impact on GDP, unemployment and
the performance of the capital markets than diseases
that have decimated humanity in the past. They also
pointed out that in the era of globalisation,
restrictions imposed in one country will have a
significant impact on the economic situation of
another one.

The OECD report (2020) points out that the
spreading COVID-19 pandemic has caused an
increase in risk aversion unprecedented since the
global financial crisis in the first decade of the 21st
century. Share prices have fallen by approx. 30%,
the implied volatility of shares’ and oil prices
increased to levels observed 12 years ago, and the
spreads of bonds with speculative ratings increased
particularly significantly, which confirms the thesis
that investors reduce risk. Tappe (2020) links the
sharp declines in stock markets to the spread of
COVID-19 and the investment of stock market
withdrawals in US treasury securities. The sharp
increase in investors' interest in treasury bonds and
gold as safe heaven investments creates additional
uncertainty and fear in financial markets (Telford et
al, 2020).

Lynch et al. (2020) further state that COVID-
19 caused the greatest panic in the US securities
market since the crash in 1987. In order to stop it, it
was decided to suspend the quotations for 15
minutes, which is an unprecedented event [4-6].

Demirguc-Kunt et al. (2020) examine 896
banks from 53 countries. They note, that “a
systematic underperformance of bank stocks at the
onset of the COVID-19 crisis, between March and
April 2020. More precisely, for most countries,
bank stocks underperform relative to other publicly
traded companies in their home country, and
relative to non-financial institutions”.

Korzeb and Niedzidtka (2020a) emphasise that
“In medium and large banks, despite a sharp drop in
profits and additional costs associated with the
pandemic, the process of efficiency improvement
was reinforced”.

Focusing on the impact of COVID-19 on stock
exchanges, the results of a study carried out by
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Sansa (2020) should be indicated. The study
analysed the impact of COVID-19 on the financial
markets of China and the United States. Using the
regression model, the period from the 1st to 25th of
March 2020 was taken into account. The Shanghai
Stock Exchange for China and the New York Dow
Jones indices for the United States were selected as
representative ones. The study showed a significant
correlation between the number of confirmed
COVID-19 cases and the behaviour of the stock
indices in the markets studied. Al-Awadhi et al.
(2020) examined the impact of the spread of
COVID-19 on the Chinese stock exchange. For this
purpose, they based themselves on the rate of return
of the Hong Kong listed Hang Seng index and the
Shanghai Stock Exchange Composite index in the
period from the 10th of January to the 16th of March
2020. The sector analysis suggests that companies
producing medicines and belonging to the
information technology sector recorded the highest
positive rates of return. In opposite, the worst results
were observed with respect to transport companies
and beverage producers. A relatively stronger
decline in rates of return was experienced by
companies whose shares were held by foreign
investors. The aforementioned authors also noted
that the indices' rates of return are negatively
correlated with the daily increase in the total number
of deaths and the total number of confirmed cases
[7-10].

Baker et al. (2020) focused on the analysis of
the scale of falls in stock indices and the extent of
their volatility during the COVID-19 pandemic.
These authors have shown that the level of reduction
and amplitude of index variation observed during
the pandemic in the United States is greater than in
the 1930s, 1987 and 2008 crises. At the same time,
the impact of the press releases relating to the
pandemic since 1900 (including the Spanish Flu of
1918 - 1920) on the behaviour of the US securities
market was examined and in none of these cases
was there any significant correlation between the
content of the press releases and the capital market
situation. In turn, the information on COVID-19 has
had a decisive impact on the US capital market since
the 24th of February 2020.

Aldasoro et al. (2020) using a sample of 118
banks from 28 countries, have proven that well-
capitalised and relatively highly profitable banks
are relatively more lenient to go through the crisis.
It is also important which market the bank operates
on, as evidenced by the relatively higher increase in
CDS spreads for banks registered in Emerging
Markets countries. Aldasoro et al. also point out that
the conditions for obtaining financing are likely to
deteriorate, which is not helped by the change in the
outlook for negative long-term ratings (especially
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banks with low profitability) and the successive
reductions in ratings. The issue of pro-cyclicality of
external ratings is also addressed by Korzeb et al.
(2019). Schmieder et al. (2020) emphasise that,
unlike in previous crises, the banking sector is
entering the COVID-19 crisis with a high level of
own funds, which, even with the erosion of that
capital, leaves room for demand-driven lending.

The risks to the banking sector include a likely
deterioration in the quality of credit portfolios
(Korzeb and Niedziotka, 2020b).

Data and Methodology. The research was
conducted on a sample of 19 commercial banks
listed on stock exchanges in Poland, the Czech
Republic, Slovakia and Hungary (Table 3).

Table 3 - List of commercial banks analysed in the study

No Name of the commercial bank Stock Exchange Country
1 | Komercnibanka, a.s. Prague Stock Exchange Czech Republic
2 | Moneta Money Bank,a.s. Prague Stock Exchange Czech Republic
3| OTP Banka Slovensko, a.s.** Bratislava Stock Exchange Slovakia
4 | Tatra Banka, a.s. Bratislava Stock Exchange Slovakia
5 | Vieobecnauverovabanka Bratislava Stock Exchange Slovakia
6| OTP Bank Plc Budapest Stock Exchange Hungary
7 | Takarek Mortgage Bank Co Plc* Budapest Stock Exchange Hungary
8 | PKO BP Bank Polski SA Warsaw Stock Exchange Poland
9 | Santander Polska S.A. Warsaw Stock Exchange Poland

10 | Bank Polska Kasa Opieki S.A. Warsaw Stock Exchange Poland
11 | mBank S.A. Warsaw Stock Exchange Poland
12 | ING Bank Slaski S.A. Warsaw Stock Exchange Poland
13 | Bank Millennium S.A. Warsaw Stock Exchange Poland
14 | Bank BGZ BNP Paribas S.A. Warsaw Stock Exchange Poland
15 | Bank Handlowy w Warszawie S.A. Warsaw Stock Exchange Poland
16 | Alior Bank S.A. Warsaw Stock Exchange Poland
17 | Getin Noble Bank S.A. Warsaw Stock Exchange Poland
18 | Idea Bank S.A. Warsaw Stock Exchange Poland
19 | Bank Ochrony Srodowiska S.A. Warsaw Stock Exchange Poland

Source: Own elaboration.

The subject of analysis is the behaviour of
share prices in the period from the 1st of January till
the 18th of May 2020. In order to determine the
impact of the declining factors of individual banks'
stock market quotations, we estimate the following

based model, based on Ferreti et al. research (2018),
which were modified in order to adapt them to the
conditions of functioning of commercial banks in
banking sectors of the four Visegrad Group
countries:

SEQ = B0 + Bl ROE + B2 TCR + B3 C/I + p4 L/D + 5 CAPITAL + B5 RATING + ¢i + &i ,

where: SEQ — change in banks’ share prices in
the period from the 1st of January till the 18th of
May 2020; ROE — Return on Equity (measured as
ROAE, i.e. Return on Average Equity); TCR —
Total Capital Ratio; C/l — Cost/Income ratio - cost
effectiveness - the quotient of the sum of operating
costs and depreciation to operating income; L/D —
Loans/Deposits ratio; CAPITAL — capitalisation of
the analysed banks in million EUR as of the 1st of
January 2020; RATING — external bank’s rating
based on the ratings of four credit rating agencies:
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Standard & Poor's, Moody's, Fitch and Eurorating.
Weights (the same for comparable levels of risk
reflected in the ratings) have been set for each
individual rating scale, with a weighting of 1 for the
lowest risk and 19 for the highest risk. The
arithmetic mean calculated in this way for each bank
was taken as a variable value; ¢i — represents the
unobservable individual effects; €1 — an error term.
Table 4 provides some descriptive statistics of the
above variables.
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Table 4 -The basic characteristic for selected diagnostic variables

Specification SEQ ROE | TCR | C/ L/D | CAPITAL | RATING
Max -0.075 | 0.203 | 0.201 | 1.034 | 0.941 | 6631.00 18.00
Min -0.560 | -0.215 | 0.015 | 0.419 | 0.600 3.75 3.00
Avrithmetic mean -0.331 | 0.057 | 0.162 | 0.563 | 0.849 | 2087.50 9.04
Median -0.340 | 0.068 | 0.171 | 0.514 | 0.860 | 1190.00 8.50
Standard deviation 0.148 | 0.108 | 0.042 | 0.174 | 0.084 | 2269.12 3.70
V(x) variability coeff. -0.447 | 1.897 | 0.261 | 0.309 | 0.099 1.09 0.41

Source: Own elaboration.

Results. The calculated values allow to save the regression equation along with the estimation errors
as specified in Table 5.
Table 5 - Estimation results

Summary of dependent variable regression: SEQ
R=,81354223 R"2=,66185095 Correct. R2=,49277643
- F(6,12)=3,9146 p<,02118 Standard error of estimation: ,10547
N=19
Standard
BETA err. BETA B Standard err. B t(12) p

Lr;‘:fpe”de”t 0.21300 | 0397237 | 053620 | 0.601620
ROE 0.581868 0.440372 | 0.80077 0.606044 1.32131 0.211037
TCR -0.896218 0.339509 | -3.14185 1.190208 -2.63975 0.021584
chn 0.827886 0.230718 | 0.70467 0.196380 3.58830 0.003725
L/D -0.165589 0.177851 | -0.29284 0.314528 -0.93106 0.370177
CAPITAL -0.102873 0.216599 | -0.00001 0.000014 -0.47494 0.643354
RATING -0.595916 0.309717 | -0.02386 0.012403 -1.92407 0.078385

Source: Own elaboration.

The parameters of the TCR and C/I model are
relevant. The coefficients for the variables ROE,
L/D, CAPITAL and RATING and the independent
part are not significant. Thus, the values of the
Student's t-Student statistics lead, at a materiality
level of 0.05, to reject the hypothesis that the level
of the total capital ratio and cost effectiveness do not
affect the change in the share prices of the banks in
question during the period under review (p. 0.
021594 and 0. 003725 respectively). Opposing
signs suggest that both variables have a different
effect on the change in banks' quotations - an
increase in the TCR level weakens the decline in
shares, while an increase in the C/I level contributes
to the decline in share prices. The standard
estimation error value of 0. 10547 is interpreted as
the average deviation of the weight observed in the
sample to the theoretical weight - determined from
the model. The value of the determination factor R2
means that 66% of the overall volatility of the SEQ
variable is explained by the model. The presented
methodology has several limitations that may affect
the final results obtained in the study. Firstly, the
number of banks analysed is relatively small.
However, the study included all banks listed on the
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four Visegrad Group countries, except MKB Bank
Plc, whose shares were not traded on the Budapest
Stock Exchange during the period under review, and
banks which main trading market are foreign
exchanges (e.g. Deutsche Bank AG, Erste Group
AG, RBI). The second constraint is the adoption of
the L/D ratio as a criterion for determining the
bank’s liquidity. This is the simplest indicator to
describe this category. A much better solution
would be to apply LCR - the ratio of coverage of net
outflows, which determines the relation of high-
quality liquid assets to net outflows (i. e. minus
inflows) within 30 days under extreme conditions.
Its design, interpretation and use in regulatory
policy are described inter alia by Niedziotka (2015).
Unfortunately, due to the fact that not all of the
analysed commercial banks present the value of this
indicator at the end of 2019 in their annual reports,
it was not possible to adopt it in the conducted
research [11-15].

Conclusions. The banking sector is currently
faced with a major challenge arising from the
consequences of the COVID-19 pandemic.
However, the nature of the current crisis is
fundamentally different from previous global crises
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in the financial markets, which originated in the
banking sector and spread to the real economy.
Banks are not the cause of the current
unconventional recession. At the moment, it is the
banks that will be the sector in which the risk
resulting from the deterioration of the condition of
many industries in the economy will be
concentrated. Although the effects of the crisis will
not be visible immediately, they will certainly affect
the level of write-downs made, and thus translate
into the financial results. Such a situation was
reflected in the reaction of investors on stock
exchanges in the Visegrad Group countries, where
the banking sectors were among the industries
affected by the biggest drops in share prices. In the
sample under analysis, all banks recorded decreases
in market value during the period under
consideration. The study shows that the main factors
influencing the behaviour of share prices are capital
adequacy and cost effectiveness. The greatest
importance of the impact of capital adequacy on the
stability of a bank and its resilience to potential
crisis-induced effects is described in considerable
detail in the literature (Ashraf et al., 2020, Kosak et
al., 2015; Berger and Bowman, 2013; Demirgiic-
Kunt et al.,, 2013). The key essence of capital
adequacy regulations was to improve the quality of
own funds by strengthening Tier 1 capital in banks.
Effective capital adequacy management and the

maintenance of stable sources of funding are
essential for the role that banks play in modern
economies and their status as institutions of public
confidence. The Bank should shape its future in a
rational and structured manner. Capital adequacy
management is a process aimed at ensuring that the
level of risk that the bank takes up in connection
with the development of its business activity can be
covered by the capital it holds, taking into account
a specific risk tolerance level and time horizon.
Therefore, the optimisation of the structure of the
balance sheet and off-balance sheet items consists
in the choice of such an option of the bank's policy
which associates development goals with the
necessary scope of security and comes down to
establishing a rational relation between the amount
of own funds held, maintaining financial liquidity at
a safe level and the scale of risk taken,
accompanying the bank's activity and creating value
for shareholders. On the other hand, the C/I ratio,
which is significant in the model, determines the
manner of cost management in the bank. It informs
how much of the banking result is allocated to its
functioning. It should be noted that in the current
situation, banks will certainly reorient their
strategies in this respect, using e. g. experience of
remote work or distribution of banking products
using virtual channels [16-20].
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COVID-19 KE3IHAE BAHK AKIIUAJIAPBIHBIH KIPICTIJIII'THIH AETEPMHWHAHTTAPBI.
BBIIIETPA] TOBBIHBIH KOP BUPKAJIAPBIHAH AJIBIHFAH MOJIIMETTEP

Annoramusa: COVID-19 nanmeMusicel aJieMIiK SKOHOMHKAJIAFbl KOIITETCH OHXBUIIBIKTAPAAFhl CH
TEPeH KYJIAbIpaynbl TyAbIpasl. COHFBI calfaphl oii Oenrici3 0OoJIFaHbIMEH, MaH/IEMUS AaMBIN KeJe JKaTKaH
HapBIK ITeH JIaMYIITBI eIIepAiH 0achIM KOIIIUTIriHAe pereccusFa skemneni. On coHaii-ak eHOeK eHIMIUTIT MEeH
OHJIIPICTIH QJIeyeTTI KejeMi YIIiH y3ak Mep3iMJi Tepic canmapiapra anbin keneai. Ocbl Ke3eHeri 0achiM
CTpPATETUSIIBIK MIHJETTEP afiaMap YIIiH calgapiapibl KyMcapTy, TasyIarbl IEPCIEKTUBAaFa SKOHOMUKAIIBIK
3ayanel KeICKapTy Oousbin TaObutaapl. JlaFmaphICTRIH QNCipeyiMeH TYpaKThl casicaTKa JETeH aJaiIbIKThI
CEHIMI TYpIe pacray XoHe y3aK Mep3iMi MepcreKTHBaJIapAbl HBIFANTY VIIIH KaXeTTi pedopmManapiabl
JKY3ere achlpy KaxeT 001aJibl. [c-KUMbLIAAPABI YHIISCTIPY MEH 9JIEMJIIK ayKbIM/IaFbl BIHTBIMAKTACTBIK CPEKIIIe
MaHBbI3Fa He 0O0Jabl.

COVID-19 nmanaemMusiChl QJIeMIIK KaybIMIACTBIK YIIIH YJIKEH COKKbI OOJIIbI KOHE 9JICMHIH KONTEreH
CNJICPiHIH YKOHOMHUKACBIHIA KYPT Kylublpayra okenii. bazanbsik Oomkamra caiikec, 2020 5KbUIbI SJIEMIIIK
XKIO-niH 5,2 mnaiibi3fa KbICKApYbl KYTUIyAE. OJEMIIK 3KOHOMHKAJarbl OYJI KYJIABIPAy KOITEreH
OHKBUIIBIKTAP/IAFBI KETETiH OOIaIbI.

HapbIKThIK 95KOHOMHKACHI KAJIBIITACKII KEJIE )KaTKaH JKOHE IaMYIIbl eIePAiH KOIIIUTITiHIC OUBLIFbI
JKBLUIBI XaJIBIKTHIH *aH OachlHA ITAKKAHIAFbl TAOBICHI AUTAPIIBIKTAN ToMeH el mi. [lanaeMus OHBIH cainapbiH
a3afTy, XaJbIKTBIH OCall TONTaphIH KOPFay JKoHE eNfepiiH OoNalrakra OChIHIAW OKWUFalapbl XKeHe Oiry
KaOUTeTiH apTTHIPY VIIiH casicH mapaiap KaObUImayablH IIVFRIT KOKETTUIITIH alKeH KepceTTi. COHBIMEH
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KaTap, OefipecMu eHOeK KaThIHACTapHIMEH JKOHE QJICYMETTIK KOpFay JKYHeNepiHiH IIeKTeyJ ayKbIMBIMEH
0ailTaHBICTBI MOceJIeTIepIi IeNTy, COHAai-aK dKOHOMHUKAHBIH CEHIMII JKOHE TYPAaKThI ©CYyiH KaMTaMmachl3
€TeTiH pedopManap Kyprizy eTe MaHbI3/IbL.

Tyiiin ce3mep: OaHK CeKTOpBl, KOMMEPUMSIIBIK OaHKTep, OaHKTik marmapeictap, COVID-19,
Bumerpan ToOb1, KipicTUTik HOpMachl, KOp OUprkaIapbl, PerpecCUsIIBIK MOIEINb.
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JETEPMHUHAHTHI JOXOJHOCTHU AKIITUH BAHKA BOBPEMSI COVID-19.
JIAHHBIE C ®OHJIOBBIX BUPK BBIIIETPAJICKOM I'PYIIIBI

Annorauus: nagaemust COVID-19 cripoBoninpoBaia caMblii TTyOOKHIA cI1a]l B MEPOBOM 9KOHOMUKE
3a MHOTHE JecsTuieTus. M X0Ts okoHYaTeIbHbIE OCIEACTBUS [TOKa HESCHBI, TAHEMUS IPUBEAET K PELeCCUH
B MIOJABJIAIOLIEM OOJNBIIMHCTBE CTpPaH ¢ (OPMHUPYIOLUIMMCS PHIHKOM M pa3BUBaroIuxcs cTpad. OHa Takxke
MOBJIEYET 3a COOOW [OJNTOBPEMEHHbIE HETraTWBHBIE IOCIEICTBUS JUISI MPOU3BOAMTENBHOCTH TpyAa H
MOTEHIHANBEHOTO 00beMa MPOU3BOACTBA. [IpHOPUTETHBIMHU CTpaTerHYeCKHMH 3a/layaMi Ha JaHHOM JTalle
SIBIISIIOTCS CMSITYEHHE HOCIEACTBUI Il JIIOAEH, COKpallleHHE SKOHOMUYECKOro yiiepda Ha Ommxaimiyio
nepcriektuBy. C ociabieHueM Kpusnuca HeoOXoauMo OyneT yOemuTeNbHO MOATBEPINTH NMPUBEPKEHHOCTH
YCTOMYMBON TOMUTHKE W OCYLIECTBHTH HEOOXOAMMBIE pedOpMBI, YTOOBI YKPENHTH IOJITOCPOYHBIC
nepcnektuBbl. Ocoboe 3HaueHne OyAyT MMETh KOOpAWHAUMS NEHCTBUH W COTPYIHHYECTBO B MHPOBOM
MacmTade.

[Mangemus COVID-19 ctana MOIIHEUIIIUM IOKOM JJISi MUPOBOT'O COOOIIECTBA U MIPUBENA K PE3KOMY
craJy B 5KOHOMHKE MHOTHX cTpaH Mupa. CoriacHo 6a3oBomy nporHosy, B 2020 rogy oKunaeTcst COKpalieHue
muposBoro BBII Ha 5,2 mponieHTa — 3TOT craj B MUPOBOH KOHOMHKE CTAHET CaMbIM TITyOOKHM 32 MHOTHE
TECSITHIICTHS.

B GonbmmHCTBE cTpaH ¢ GOPMHUPYIOLICHCS PHIHOYHON SKOHOMHKOI U Pa3BUBAIOMINXCS CTPAH B ATOM
roJy OIIyTHMO COKpaTITCi AOXOAbl Ha Iylry HaceneHus. [langemust spko BBICBETHJIA HACTOSATENBHYIO
HEOOXOAMMOCTh MPHUHATHS TONUTHYECKUX MEp MO CMITYSHHIO €€ TMOCIEICTBUH, 3alUTe YS3BHUMBIX CIIOEB
HaCEeJICHHUS U YCHIICHHUS CIOCOOHOCTH CTPaH CIPAaBIISITHCS € MOJOOHBIMH COOBITUSIME B OyaymieM. Kpome Toro,
KpaifHe BaXHO pelaTb MNpOOJeMBbl, CBS3aHHBIE C HEPOPMAIBHBIMH TPYIOBBIMH OTHOLICHUSMH U
OTpaHMYCHHBIMU MAacIITabaMi CUCTEM COLUMAIBHON 3alUThI, a TAKKE MPOBOIUTH pPedOpPMBbI, O3BOISIOLINE
00ecrneunTh YBEPEHHBIH U yCTOWYUBBIA POCT SKOHOMHUKH.

KiroueBblie ciioBa: 0aHKOBCKHMII CEKTOpP; KoMMepueckue OaHkH; 6ankoBckue kpusuckl, COVID-19,
Beimie rpagckas rpymmna, HopMa A0X0IHOCTH; (POHIOBBIE OUPKH; PErPECCUOHHAs MOAETb.
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