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Abstract 

Given the fact about the outbreak of COVID-19 in 2020, COVID-19 has significantly 
influenced our daily life and production. As a collaborative integration in the tourism 
industries. The airline, hotel, and travel industries are among the industries that are most 
seriously affected by the epidemic. This paper aims to find out the influence of COVID-
19 on the return of the daily stock price of these three industries. The abnormal returns 
are used to estimate the impact of the epidemic on the stocks’ daily returns. This study 
also relates other vital variables that can influence the value of a firm with the 
cumulative abnormal return of the three industries by cross-sectional regression. The 
results of the study reveal the negative impact of the emerging crisis. It confirms that 
China’s stock market remained relatively stable. The impact of COVID-19 was not so 
significant in comparison with many countries.  
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Introduction 

Since the beginning of 2020, the COVID-19 has dramatically affected normal 

production all over the world. On January 5, 2020, the World Health Organization 

(WHO) announced the first news about this kind of new virus, and WHO declared that 

it was a global pandemic at the beginning of March. (WHO, 2020). The outbreak of 

COVID-19 is a great shock to the world’s economy. Many countries have been 

implementing measures to restrict the movement of people to prevent the spread of the 

virus, which has greatly affected the industrial and supply chains and severely impacted 

the global economy and financial markets. The financial markets are less stable because 

of the unexpected increase of the risk level. (Zhang et al, 2020).  

In China, on the demand side, the epidemic has a greater impact on consumption. 

The measures taken to prevent and control the epidemic, such as travel control and 

closure of stores, have changed the consumption habits of people gathering, traveling, 

and shopping during the Spring Festival holiday, which has greatly reduced consumer 

demand; in addition, the epidemic has significantly reduced consumer demand. 

Investment has also brought a greater impact. Under the situation of management and 

control upgrades, notices have been issued across the country on the postponement of 

enterprises to resume work. The production activities of enterprises cannot be carried 

out on time, making manufacturing, real estate, and infrastructure investment in a short 

period of time. 

According to the evaluation, in terms of international tourism revenue, the loss of 

global tourism revenue due to COVID-19 is more than 4 trillion US dollar. Ten times 
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more than the loss caused by the 2008 financial crisis. In terms of global tourist arrivals, 

the number of international travel service trips decreased by 1 billion year-on-year in 

2020, or about 74 percent year-on-year, with the Asia-Pacific region hardest hit with a 

60 percent year-on-year decline. (UNCTAD, 2021). 

 The estimation of the stock price helps to explain the change of future expectations 

of the customers and investors. This helps to explore the sensitivity of China’s stock 

market when facing the crisis and the difference compared to the results of similar 

researchers done in other countries.       
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Literature Review 

The outbreak of COVID-19 has greatly affected the economy over the world 

significantly. Many industries are greatly affected because of the outbreak of COVID-

19. Ozili & Arun (2020) studies the pattern that COVID-19 influences different sectors 

of the global economy. This paper points out that in 2020 COVID-19 mainly influenced 

the global economy for two reasons. First, because of the spread of COVID-19, many 

countries announced the policies to keep social distance and stop production. Second, 

the cease of the production affected the level of uncertainty. The rise of the uncertainty 

level influenced the investors’ expectations. They also point out that there is a spillover 

effect for this pandemic, which means the impact of the pandemic is not limited to a 

single country, all the countries in the world are influenced by the epidemic. The 

spillover effect also exists in the economic sectors, almost all the sectors in economic 

sectors are influenced by the crisis. The airline, hospitality, and sports industries are 

among the industries that are most significantly affected by the emergence of COVID-

19.  

Anguera-Torrell et al (2020) estimate how the hotel industry was influenced by 

COVID-19. With the restrictions of the household economic activities, the tourism 

industry is most seriously affected by the pandemic. As an important sector of the 

tourism industry, the hotel is significantly affected by the crisis. They study the impact 

of COVID-19 by the reactions of the stock price of the U.S. hotel industry. According 

to the results, there is a negative relationship between the profitability of the hotels and 

the number of the diagnosed cases. They also state that the fiscal policies work very 
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efficiently for the hotel industry in America, so the reactions of government and 

financial institutions are also an important part of the survival of the hotel industry.  

Another study explores the effect of COVID-19 on the airline industry. Atems & 

Yimga (2020) point out that the stock prices of the airline are very sensitive to the 

emergence of COVID-19. The airline industry’s stock prices decline even with one 

percent of the shock. The stock price is also highly related to the scale of COVID-19 

because the international travel restrictions directly influence the amount of 

international travel. There is an interesting finding of this paper that the decline of the 

stock price of airline industry is not caused by the increase of the variable costs, the 

decrease in the international and domestic travel is the top reason for the drop in the 

stock price.  

Carter et al (2021) summary the effect of COVID-19 on the hotel, airline, and 

tourism industries. Their study proves the negative impact of the pandemic on the 

performance of the stock price of these three industries. In their research, they also point 

out that the sensitivity of the drop of the stock price is related to the variables like the 

total asset, liquidity. There is a positive relationship between the size and market to 

book value with performance in the daily stock price. Lager size and higher cash 

reserves are all advantages for the firms to survive from the crisis. On the contrary, the 

larger amount of the debt can be a great burden for the firms when the economic 

situation is getting worse.  

Similar to the situation in the U.S. The outbreak of COVID-19 is also a great shock 

to the financial markets in China. Xinyu (2021) explores the effect on China’s tourism 



 5 

industries by the estimation of the movement of stock prices of CYTS Holding Co. LTD. 

This corporation has great reference significance for studying the impact of the 

epidemic on hotel industry, because it was the first large scale A-share listed tourism 

corporation after the reform and opening up in China’s history. This paper uses CYTS 

as the core sample object and selects a total of 27 travel companies listed on the 

Shanghai and Shenzhen A shares. They combine the methodology of event study with 

the panel regression model to make the empirical analysis of the impact of COVID-19 

on CYTS stock price from the overall tourism industry. The corporate level In-depth 

analysis of the impact of CYTS’ stock price and its main business are also made to fully 

reflect the impact of the epidemic on the stock price of the listed companies. The results 

suggest that the outbreak of COVID-19 has a significant negative impact on the stock 

price of CYTS, and the more serious the epidemic is, the faster the stock price falls. 

This study also implies that when the epidemic reached a certain level, the decline of 

the stock market tended to slow down, which may be related to good news about the 

treatment and control of the epidemic. It may also be that after the news of the epidemic 

calmed down, rational behaviors prevailed, and investors' behaviors tended to be more 

stable. 

Another study estimates the effect of COVID-19 on China’s hotel industry. Hao et 

al (2020) mention that the hotel industry is significantly affected by the epidemic as the 

profitability of the hotel industry is highly related to human mobility. That is the core 

reason that COVID-19 brought an unprecedent threat to this industry. They draw a 

management framework to face the challenge of the emergence of the epidemic and 
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explain how China’s hotel industry began to recover from the pandemic since the end 

of March 2020.   

There are many methods to evaluate the impact of an emergency event. Ramelli & 

Wagner. (2020) state that the movement of the stock price offers a foresight of the 

development trend of the future economy. That is an essential method to quantify the 

impact of the epidemic. This paper studies how cash and leverage affect the value of a 

corporation and finds that the leverage and cash play a more important role when the 

stock price of one industry suffers a larger decline. 

Based on the Wavelet analysis, Gao et al (2021) try to explore how the stock market 

volatility was affected by COVID-19. Furthermore, this paper makes a comparison 

between the China and US stock market to find out the difference between the two 

countries. The result of their research confirms the powerful epidemic control in China 

led to the smaller validity in the stock market compared to the U.S. The monetary 

policies of the US government played an important role in reducing the stock market 

validity.  
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Methodology 

The exploration of the effect of COVID-19 on these three industries is performed 

with event study methodology. Event study is a methodology that is widely used in 

economics and finance to estimate the impact of an event or an announcement. (Corrado, 

2011). In this paper, event study is used to evaluate how the stock prices of the listed 

companies respond to the outbreak and relief of COVID-19. This paper chooses two 

event dates for event study, including January 15 and April 29. On January 15, the 

National Health Commission initiated a level 1 emergency response to COVID-19 and 

the and the first edition of the diagnosis and treatment plan, prevention and control plan 

were issued this day. On April 29, significant strategic achievement was announced in 

controlling the epidemic national wide. It was pointed out that the decisive results had 

been achieved in the battle against COVID-19 at the meeting of the Standing 

Committee of the Political Bureau. This was an important sign of the relief of COVID-

19 in China. (Allam,2020). 

The event window of the study is the event date and 10 trading days after each 

event date. The event window for the first event date January 15 is from January 15 to 

February 6. The event window for the second event date April 29 is from April 29 to 

May 18. Compared to the event such as an announcement or a policy, the pandemic 

usually has a more sudden onset, most people were unaware of the pandemic until the 

epidemic started to influence a wider range. The paper only includes the period before 

COVID-19 as the stock market and the investors were not prepared for the emergency 
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event. The estimation window for both event is the 240-trading day period before the 

first event from January 21 in 2019 to January 14 in 2020.  

According to the classification of the China Securities Regulatory Commission. 

Thirty-three firms for the three industries are included in the final sample, including 12 

airlines, 6 hotels and 12 travel companies. Table 1 shows the list of the corporations in 

the sample.  

 

Table 1: List of Corporations in the Sample 

AIRPORT BTG Hotels (Group) Co., Ltd. 

Shenzhen Airport Co., Ltd. Jinling Hotel Corporation, Ltd.  

CITIC Offshore Helicopter Co., Ltd. TRAVEL 

China Express Airlines Co.,LTD Zhang Jia Jie Tourism Group Co., Ltd 

Guangzhou Baiyun International Airport Co., Ltd. Xi'an Tourism Co., Ltd. 

Shanghai International Airport Co., Ltd. Tieling Newcity Investment Holding (Group) Limited 

China Southern Airlines Company Limited Emei Shan Tourism Co.,Ltd  

China Eastern Airlines Corporation Limited  Guilin Tourism Corporation Limited 

Hainan Airlines Holding Co., Ltd. LiJiang YuLong Tourism Co., LTD. 

Xiamen International Airport Co.,Ltd Yunnan Tourism Co., Ltd. 

Spring Airlines Co., Ltd.  Wuhan Sante Cableway Group Co., Ltd. 

Air China Limited  Huangshan Tourism Development Co.,Ltd.  

Juneyao Airlines Co., Ltd Dalian Sunasia Tourism Holding CO.,LTD 

HOTEL Xi'an Qujiang Cultural Tourism Co., Ltd. 

Huatian Hotel Group Co.,Ltd. Tibet Tourism Co.,Ltd  

Guangzhou Lingnan Group Holdings Company Limited Changbai Mountain Tourism Co., Ltd. 

Hainan Dadonghai Tourism Centre (Holdings) Co., Ltd. Jiangsu Tianmu Lake Tourism Co.,Ltd 

Shanghai Jin Jiang International Hotels Co., Ltd. Anhui Jiuhuashan Tourism Development Co., Ltd. 

 

 For each corporation in the sample, the daily stock price for the 33 corporations is 

collected from Bloomberg. The market index used for the study is the SSE Composite 

Index.  
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 First, the multivariate regression model is used to estimate the influence of the level 

of the impact of COVID-19 on the stock prices for the airline, hotel, and travel 

industries, following the literature of Carter et al (2021). The multivariate regression 

model is used to examine how the firms in one industry is affected by an event 

simultaneously. The following regression is estimated by python.  

 

!"!,# = $! + &! ∗ !"$,# +( 
%

&'(
*!,& ∗ +& + ,!̃,& 

 

Where !"!,# represents the daily return for the corporation or portfolio on the day 

t. $! 	/01	&!  stands for the market model parameters for the equation. !"$,#  is the 

daily return for the market index, which for this study is the return of the SSE 

Composite Index for the day t. ∑  %
&'( *!,& represents the sum of the firm’s abnormal 

return i for the day j. +& represents the event dummy and the standard deviation for 

the equation is ,!̃,&. 

Second, the cross-section regressions are used in this paper. Several factors are 

chosen because they have an important influence on the valuation of a specific firm. It 

includes four factors, size, liquidity, leverage, and valuation to calculate how these 

factors are related with the cumulative abnormal return. The correlation of these factors 

is tested to find the relationship between the factors. The abnormal returns for the firms 

indicate the difference between the actual return and the expected. It is an effective 

method in event study to examine how the event affect the firms’ returns. The size is 

calculated by the total asset of the firm. The ability of the firm to raise and collect the 
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funds is positively connected with the firm’s size, so the total asset can be a 

measurement for a firm’s size. Liquidity is an essential factor that evaluates the 

performance of a firm. (Breuer et al, 2012). This paper uses the cash to asset ratio to 

represent the liquidity level of the firms as the cash to asset ratio is a metric to estimate 

a corporation’s ability to pay the short-term debt with cash. Debt to market equity is 

used to estimate the factor of leverage. The leverage of a firm is important because the 

measurement to debt influence the performance of a firm, especially during the 

financial crisis the firms with lower level of debt will gain more advantage to survive. 

Finally, the market to book value is calculated to find its relationships with the 

cumulative abnormal returns.  

There are three hypothesis that will be tested in the paper. The hypothesis is stated 

as follows:  

H1: *(,& = 0	∀	5	/01	6 

H2: *(,& = *),& = **,& = *+,& =	……… = *%,& = 0 

H3: *(,& = *),& = **,& = *+,& =	……… = *%,& 

 By rejecting the first hypothesis, it suggests that the stock prices will be influenced 

by COVID-19. The pandemic is a negative threat to the stock markets, so it is expected 

to have a negative effect on the abnormal returns of these industries. The rejection of 

H2 implies that the abnormal returns for the different firms in these industries are not 

the same. The rejection of the last hypothesis suggests that the ways the firms respond 

to the emergency are different. The market participants are rational during this period.  
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Results 

 The results of the descriptive statistics are presented in the Table 1 and table 2. The 

Table 1 presents a summary of the main variables in the study. The description of the 

variables includes the total asset, cash to assets, debt to market equity, EBIT to sales 

and the market value to book value. The Panel A represents the summary of the 

variables of the three industries. The mean size of the total firms in this study is RMB 

40.984 billion and the median of the size of the corporations is RMB 4.968 billion. The 

cash to asset ratio has a mean of 13.8%, while the fifty percentile is 10.1%. The average 

leverage of the firms is 71.3%, the 75 percentiles of all the firms has the closest value, 

which is 89.1% and the 50 percentiles has only 38.4%. More than 75 percentage of the 

firms has positive EBIT to sales ratio. The market to book ratio has a mean of 2.759 

which is very close to the value of 75 percentiles.  

 Panel B, Panel C, and Panel D shows the descriptive statistics of the individual 

industries. The average size of the airline industry is RMB 103.274 billion, which is 

much larger than hotel and travel industry. The average leverage of airline is also the 

greatest as expected, as this industry requires more leverage than hotel and travel 

industries. However, the mean debt to market ratio for airline industry is 1.955 which 

is the lowest among the three industries. The hotel industry has the highest debt to 

market ratio of 6.034, which is more than three times than that of airline industry.    
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Table 1: Descriptive Statistics 
  count mean std min 25 p  50 p 75p max 
PANEL A: Summary for All the Industries  

Total Asset (Billion) 33 40.984 88.427 0.088 2.668 4.968 25.007 306.646 

Cash/Assets 33 0.138 0.129 0.003 0.049 0.101 0.195 0.532 

Debt/ Market Value 33 0.713 0.944 0.004 0.097 0.384 0.891 4.624 

EBIT/Sales 33 0.121 0.180 -0.438 0.036 0.109 0.218 0.505 

Market Value/Book Value 33 2.759 4.657 0.468 1.321 1.797 2.278 27.926 

PANEL B: Summary for airline Industry  

Total Asset (Billion) 12 103.274 126.356 4.556 12.965 31.252 218.135 306.646 

Cash/Assets 12 0.089 0.091 0.005 0.030 0.050 0.106 0.279 

Debt/ Market Value 12 1.153 1.381 0.031 0.202 0.618 1.586 4.624 

EBIT/Sales 12 0.162 0.145 0.028 0.067 0.135 0.175 0.505 

Market Value/Book Value 12 1.955 1.073 0.468 1.344 1.670 2.366 4.676 

PANEL C: Summary for Hotel Industry  

Total Asset (Billion) 6 11.773 14.482 0.088 3.615 5.668 14.474 38.874 

Cash/Assets 6 0.172 0.183 0.020 0.090 0.120 0.148 0.532 

Debt/ Market Value 6 0.598 0.541 0.004 0.368 0.394 0.770 1.540 

EBIT/Sales 6 0.025 0.147 -0.241 -0.013 0.065 0.128 0.154 

Market Value /Book Value 6 6.034 10.733 1.087 1.397 1.874 2.121 27.926 

PANEL D: Summary for Travel Industry  

Total Asset (Billion) 15 2.835 1.601 1.236 1.381 2.668 2.976 6.192 

Cash/Assets 15 0.163 0.128 0.003 0.057 0.119 0.264 0.379 

Debt/Market Value 15 0.407 0.405 0.049 0.090 0.177 0.692 1.290 

EBIT/Sales 15 0.125 0.211 -0.438 0.028 0.142 0.275 0.384 

Market Value/Book Value 15 2.092 1.376 0.627 1.336 1.797 2.314 6.514 
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 Table 2 presents the correlation coefficient of the variables listed in the Table 1. 

The correlation coefficient of the debt to market equity and total asset is 0.715. It 

indicates a strong positive relationship between the size and the leverage of the firms. 

There is a moderate negative relationship between the leverage and the cash to asset 

ratio, and the leverage and EBIT to sales.  

 

Table 2: Correlation of the Variables 

  

Total Asset 
(Billion) 

Cash/Assets Debt/Mkt 
Equity  

EBIT/Sales Mkt/Book Value 

Total Asset (Billion) 1.000 -0.346 0.715 -0.133 -0.140 

Cash/Assets -0.346 1.000 -0.429 0.398 -0.033 

Debt/Mkt Equity 0.715 -0.429 1.000 -0.414 -0.231 

EBIT/Sales -0.133 0.398 -0.414 1.000 -0.031 

Mkt/Book Value -0.140 -0.033 -0.231 -0.031 1.000 

  

 The summary of the cumulative abnormal returns for the airline, hotel, and travel 

industries separately are showed in the Table 3. The first event window is January15- 

February 6 and the second event window is from April 29-May 18. As it is shown in 

the table, from the summary of the mean of the cumulative abnormal returns for the 

three industries. All the industries for the two event windows showed a negative 

impact on the returns of the firms, because the shock of COVID-19. For the first event 

window, the travel industry was most significant affected by COVID-19 according to 

the mean. The impact on the airline industry was the smallest. All the corporations for 

the hotel and travel industries represented the negative cumulative returns. As for the 

second event window, compared to the first the airline industry was most significantly 

influenced by the pandemic. More than 25 percentage of the firms in the hotel 
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industry reported positive cumulative abnormal returns. The impact of the COVID-19 

on the returns of the firms is smaller than the first event window.  

 

Table 3: Summary of Cumulative Abnormal Returns 

Event 
Window 

Industry count mean std min p25 p50 p75 max 

2020-01-15 Airline 12 -0.0665 0.0302 -0.1120 -0.0812 -0.0744 -0.0569 0.0115 
Hotel 6 -0.1000 0.0263 -0.1338 -0.1151 -0.1062 -0.0782 -0.0672 
Travel 15 -0.1283 0.0375 -0.1896 -0.1514 -0.1404 -0.0986 -0.0755 

2020-04-29 Airline 12 -0.0297 0.0427 -0.1258 -0.0439 -0.0269 -0.0072 0.0277 
Hotel 6 -0.0016 0.0601 -0.0550 -0.0453 -0.0143 0.0140 0.1063 
Travel 15 -0.0208 0.0356 -0.0685 -0.0387 -0.0227 -0.0151 0.0573 

 

  The estimation of the abnormal returns for the three industries was reported in the 

Table 4 and Table 5. In the table 4, it shows the parameter estimates, t-test, and the 

significance of the first event window from January 15 to February for the three 

industries. For most of the dates, there was a decline in value because of the shock of 

the emergence of COVID-19 to the normal economic activities. On January 20, the 

airline industry experienced a 2.51% decline in value because of the spread of the 

pandemic. Interestingly, the change in the abnormal return is positive for airline on 

February 5. February 4, all the three industries had negative, significant abnormal 

returns. As of 24:00 on the 3rd, the cumulative number of confirmed cases of COVID-

19 in the mainland was 20,438, and the cumulative number of deaths was 425. Most of 

the provinces in China were influenced by the COVID-19. The tourism activities  

almost stopped because of the pandemic. On the first three days of the event window  



 15 

all the three industries reported an insignificant abnormal return. Interestingly, on 

February 5 both airline and travel industries showed positive returns. For each of the 

dates, even if there were some positive abnormal returns the overall tendency was 

downward, which confirms the negative impact of the outbreak of COVID-19.  

 The estimation of the second event window from April 29 to May 18 is reported in 

the Table 5. For April 29 and April 30, all the industries showed the positive results in 

abnormal returns in response the relief of the epidemic. On April 29, all hospitalized 

COVID-19 cases in Wuhan have been cleared, and the epidemic prevention and control 

mode has shifted from emergency to normal. Compared to the Table 4, the number of 

days reported positive returns for the travel industry was 5 days. There was only 2 days 

during the first event window. This comparation confirmed the achievement in 

controlling the pandemic. However, most of the date for each industry reported a 

negative abnormal return because of the remaining influence of COVID-19.  
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Table 4: Industry Returns during January 15-February 6 
 

Airline Hotel Travel 
   Params T-Statistics P-Value Params T-Statistics P-Value Params T-Statistics P-Value 

const 0.0001  0.1515  0.8797  -0.0002  -0.3049  0.7607  -0.0003  -0.4446  0.6570  
stock index  1.1102  24.7696  0.0001  1.1403  20.3532  0.0001  1.0276  18.5139  0.0001  
2020/1/15 -0.0012  -0.1497  0.8811  0.0039  0.3955  0.6928  -0.0046  -0.4663  0.6414  
2020/1/16 -0.0014  -0.1741  0.8619  -0.0060  -0.6100  0.5424  -0.0013  -0.1358  0.8921  
2020/1/17 -0.0042  -0.5276  0.5983  -0.0039  -0.3969  0.6918  -0.0031  -0.3141  0.7538  
2020/1/20 -0.0251  -3.1743  0.0017  -0.0184  -1.8652  0.0634  -0.0180  -1.8354  0.0677  
2020/1/21 -0.0098  -1.2323  0.2191  -0.0153  -1.5489  0.1227  -0.0141  -1.4375  0.1519  
2020/1/22 -0.0030  -0.3830  0.7020  0.0042  0.4221  0.6734  -0.0112  -1.1420  0.2546  
2020/1/23 -0.0101  -1.2568  0.2101  0.0009  0.0935  0.9256  -0.0070  -0.7030  0.4827  
2020/2/3 -0.0092  -1.0607  0.2899  -0.0109  -1.0112  0.3130  -0.0163  -1.5242  0.1288  
2020/2/4 -0.0168  -2.1166  0.0353  -0.0514  -5.1890  0.0001  -0.0572  -5.8355  0.0001  
2020/2/5 0.0144  1.8157  0.0707  -0.0018  -0.1815  0.8561  0.0097  0.9851  0.3256  
2020/2/6 -0.0003 -0.0394 0.9686 -0.0013 -0.1273 0.8988 -0.0053 -0.5373 0.5916 

Observations 251   251   251   
Adj-R2 0.7645     0.6863     0.6578     
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Table 5: Industry Returns during April 29-May 18  
 

Airline Hotel Travel 
   Params T-Statistics P-Value Params T-Statistics P-Value Params T-Statistics P-Value 

const 0.0001  0.1515  0.8797  -0.0002  -0.3049  0.7607  -0.0003  -0.4446  0.6570  
stock index 1.1102  24.7696  0.0000  1.1403  20.3532  0.0001  1.0276  18.5139  0.0001  
2020/4/29 0.0031  0.3962  0.6923  0.0256  2.5897  0.0102  0.0066  0.6750  0.5003  
2020/4/30 0.0298  3.7609  0.0002  0.0142  1.4310  0.1537  0.0140  1.4278  0.1547  
2020/5/6 -0.0263  -3.3265  0.0010  -0.0293  -2.9620  0.0034  -0.0209  -2.1385  0.0335  
2020/5/7 -0.0136  -1.7276  0.0854  -0.0023  -0.2333  0.8157  -0.0063  -0.6468  0.5184  
2020/5/8 -0.0039  -0.4895  0.6249  -0.0091  -0.9244  0.3562  -0.0049  -0.4970  0.6197  
2020/5/11 -0.0012  -0.1472  0.8831  -0.0084  -0.8523  0.3949  -0.0032  -0.3230  0.7470  
2020/5/12 -0.0076  -0.9677  0.3342  0.0006  0.0560  0.9554  0.0030  0.3103  0.7566  
2020/5/13 0.0011  0.1330  0.8943  0.0160  1.6235  0.1058  -0.0016  -0.1589  0.8739  
2020/5/14 -0.0076  -0.9652  0.3354  0.0020  0.2056  0.8373  -0.0056  -0.5725  0.5676  
2020/5/15 -0.0073  -0.9249  0.3560  -0.0061  -0.6215  0.5348  0.0006  0.0563  0.9552  
2020/5/18 0.0039  0.4928  0.6226  -0.0047  -0.4778  0.6332  -0.0025  -0.2576  0.7969  

Observations 251   251   251   
Adj-R2 0.72346     0.63308     0.58049     
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 The cross-sectional regression is done to find the relationship between the 

cumulative abnormal returns and other important variables that are expected to have 

influence on the valuation of the corporations for the three industries. Table 6 shows 

the results of the regression from January 15 to February 6. Table 7 shows the results 

of the regression from April 29 to May 18. For the airline dummy, the hotel dummy 

and the travel dummy, the dummy is equal to one if the corporation is in this specific 

industry. The difference between the dummy variable of an industry and the variables 

based on that industry.  

 

Table 6: Estimation of CARs for January 15-February 6  
CARs for January 15-February 6 

   Params T-Statistics P-Value 
Constant  -0.1326 -1.3030 0.2122 
size 0.0014 0.5194 0.6111 
liquidity  0.0411 0.4264 0.6759 
leverage  0.0442 0.3495 0.7316 
EBIT/sales  0.1559 0.4205 0.6801 
Mkt Value/Book Value 0.0038 0.5646 0.5807 
Airline-Dummy 0.0025 0.0238 0.9813 
Airline-Dummy×size -0.0013 -0.4943 0.6283 
Airline-Dummy×liquidity  0.0458 0.2506 0.8055 
Airline-Dummy×leverage  -0.0358 -0.2825 0.7814 
Airline-Dummy×EBIT/sales  -0.0354 -0.0933 0.9269 
Airline-Dummy×Mkt Value/Book Value 0.0063 0.3880 0.7034 
Hotel-Dummy -0.1660 -0.5484 0.5915 
Hotel-Dummy×size -0.0040 -0.7544 0.4623 
Hotel-Dummy×liquidity  0.0826 0.3649 0.7203 
Hotel-Dummy×leverage  0.1942 0.5146 0.6143 
Hotel-Dummy×EBIT/Sales 0.4014 0.3623 0.7222 
Hotel-Dummy×Mkt Value/Book Value 0.0046 0.3663 0.7193 
Travel-Dummy 0.0308 0.2910 0.7750 
Travel-Dummy×size 0.0067 0.9936 0.3362 
Travel-Dummy×liquidity  -0.0874 -0.6641 0.5167 
Travel-Dummy×leverage  -0.1142 -0.8712 0.3974 
Travel-Dummy×EBIT/Sales -0.2101 -0.5610 0.5831 
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Travel-Dummy×Mkt Value/Book Value -0.0071 -0.7780 0.4487 
Observations 33   
Adj-R2 0.2746     

 

Table 7: Estimation of CARs for April 29-May 18   

CARs for April 29-May 18 

   Params T-Statistics P-Value 

Constant  0.0934 0.9164 0.3739 
size 0.0011 0.3892 0.7026 
liquidity  -0.0315 -0.3267 0.7484 
leverage  -0.1191 -0.9415 0.3614 
EBIT/sales  -0.3901 -1.0510 0.3099 
Mkt Value/Book Value -0.0103 -1.5181 0.1498 
Airline-Dummy -0.0886 -0.8403 0.4139 
Airline-Dummy×size -0.0012 -0.4368 0.6685 
Airline-Dummy×liquidity  0.2684 1.4673 0.1630 
Airline-Dummy×leverage  0.1321 1.0414 0.3142 
Airline-Dummy×EBIT/sales  0.3524 0.9269 0.3686 
Airline-Dummy×Mkt Value/Book Value -0.0158 -0.9761 0.3445 
Hotel-Dummy 0.3015 0.9952 0.3354 
Hotel-Dummy×size 0.0070 1.3273 0.2042 
Hotel-Dummy×liquidity  -0.2598 -1.1458 0.2698 
Hotel-Dummy×leverage  -0.4416 -1.1691 0.2606 
Hotel-Dummy×EBIT/Sales -1.1883 -1.0713 0.3010 
Hotel-Dummy×Mkt Value/Book Value -0.0007 -0.0589 0.9538 
Travel-Dummy -0.1195 -1.1262 0.2778 
Travel-Dummy×size -0.0048 -0.7021 0.4934 
Travel-Dummy×liquidity  -0.0401 -0.3043 0.7650 
Travel-Dummy×leverage  0.1905 1.4512 0.1673 
Travel-Dummy×EBIT/Sales 0.4458 1.1888 0.2530 
Travel-Dummy×Mkt Value/Book Value 0.0062 0.6834 0.5048 
Observations 33.0000   
Adj-R2 0.2781     

   

 The results of Table 6 suggested that for the airline industry and hotel industry, 

there was a negative relationship between the size and the CARs, but for the travel 

industry there was a positive relationship between the size and CARs, which means 
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that for airline and travel industries the size of the corporation was not a advantage for 

the corporation to avoid the negative impact of the crisis, but for the travel industry 

the size may helped the corporative to survive during the pandemic. There was also a 

positive relationship between the CARs and liquidity for the airline and hotel 

industries, and a negative relationship for travel industry.  

For the Table 7, It showed that the higher liquidity level helped the airline industry 

to keep a positive return, but for the other two industries, there was a negative 

relationship between the CARs and the liquidity. The higher liquidity didn’t play a role 

for preventing negative returns for hotel and travel industries. However, both tables 

didn’t show a significant relationship between CARs and the variables.  
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Contributions and Limitations 

  The results confirm the negative impact of Covid-19 on the price of the stock 

market, and the shock indeed led to the decline in stock price for airline, hotel, and 

travel industries. Compared to the previous study the impact on the stock price is not 

so significant, which confirms that the stock markets in China is much stable. 

According to Zhang et al (2020), although COVID-19 has impacted almost all the 

countries in the world its impact on different countries is quite different. The stock 

market of the United States had a decline of over 20 percent. For China, the stock 

market is much more stable. Many pieces of literature claimed that china’s stock market 

remained staled during this period and were not so significantly affected by the 

pandemic as the U.S. Even during the most severe period of the pandemic, China's 

financial markets, including the money market, bond market, stock market and foreign 

exchange market, are stable, and financial institutions were operating normally. 

Investors tended to believe that the impact of the epidemic was temporary and would 

not change long-term expectations. That also helps to explain why the significance of 

COVID-19’s impact on China’s stock price is much lower than that of the U.S.   

For the limitations of this paper, first, the empirical experiment of this study only 

shows the results of the public listed corporations, so it only includes several main 

players of the market. As the firms included in this paper are all the top corporations in 

these corporations, so the results do not show the reactions of the smaller corporations. 

Meanwhile, the differences between the public listed corporations are smaller than the 

differences between all the corporations in the market, so the estimation of the variables 
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in this paper, such as size and liquidity may not work efficiently. Second, this paper 

only studies ten days after the event date, but there might be a delay in the response of 

the investors and the firms. The effect of the events might also last longer than we 

expect.     
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