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ABSTRACT 
The SARS-Cov-2 is having a huge impact on the economy of world by causing a harsh blow on the financial performance of the businesses. The research will cover the financial performance of the firms belong to the UK market to which are listed on the London stock exchange. The study will be conducted through a sample of 42 companies divided into 6 sub-sectors by analysing the financial performance through empirical data. Thus, it will be analysed the profitability, efficiency, leverage and liquidity ratio before and after the impact of the pandemic in particular, between 2019 and 2020. The research will give an empirical evidence which sectors have been most affected of and which least. More sectors have experienced a huge negative impact on the financial performance by causing an increasing of the unemployment rate and thousands of job losses. However, businesses such as tech and grocery sector have seen their performance grow exponentially owing to the lockdown. 
 


INTRODUCTION 
The SARS- CoV-2 pandemic is an infectious disease to which has been provoking social and economic crisis that has struck all the world and represents the largest economic shock by the second world war. The crisis has devasted all sectors ranging from school to industries by lowering the employment rate at lower level hiked to 6.5% to 1.2%. The crisis has contracted the global GDP in 2020 of 5.2%, despite the extraordinary measures of governments to meet the economic downturn. The global financial markets have been impacted heavily by resulting more severe than any previous infectious disease outbreak, including the Spanish flu. When the SARS-CoV-2 started all stock market witnessed the worsening situation. The FTSE and DOW jones dropped of 3%. Furthermore, in Europe IBEX35, CAC 40 and DAX declined by 4% and FTSE MIB by 5%. Undoubtedly, the Crisis and the resulting impact on stock market has decrease the sales of products of the companies to which have had an impact on the company financial performance. According to SP global, the most impacted industry in the airlines sector by showing a probability of default of 26.9% on 2 April 2020. The similar trend is showed by the other sector such as hospitality and leisure (global, 2020).  Thus, the pandemic is having a huge impact on the production, operations and sales of the industries. According to the world economic forum, the company managers should act more strategies and shape new changes to make the companies’ financial performance more efficient during the covid 19 pandemic and going forward (World Economic Forum., 2020). The follow research aim to  examine the impact that the financial crisis provoked by SARS-CoV-2 on the financial performance of the firms belong to the UK market on London stock exchange. It going to be analysed a sample of 42 companies- belong to different sectors- and the effect that the pandemic has had on the leverage, profitability, efficiency and liquidity ratios. it will be compared the 2019 before the pandemic and the 2020, the year of the impact of the pandemic. Furthermore, it going to be done some shorts recommendation on the resilience of businesses and the technological change that will affect the businesses by 2030.





LITERATURE REVIEW AND RESEARCH HYPOTHESIS 

[bookmark: _Hlk75256742][bookmark: _Hlk75252303][bookmark: _Hlk75352701]The SARS-CoV-2 so-called Covid 19 is an infectious disease which caused million deaths owing to respiratory issues which are provoked on the people. According to the governments of the world the best way to prevent and slow down the transmission of such disease is the lockdown that represents a restriction policy for people and in general all community to stay in own area and in harder cases to stay at home. The lockdown has caused a big financial crisis (shock economy) and an huge impact both on small businesses and large businesses which many of them didn’t recover from it.
An economy shock refers a change of the fundamental macroeconomic variables to which has a huge effect on macroeconomic outcomes and measure of economic performance. The shock economy created by the SARS-CoV-2 has impacted the most economies in the world (Klein N., 2007). According to the world bank the financial crisis provoked by the pandemic represents the deepest global recession since the Second World War. The globally stock market went into a steep since the great depression. The SARS-COV-2 outbreak is having a bad impact on the UK economy. In December 2020 the GDP was 6.3% than February 2020 when the pandemic started.  According to the figures of the UK government in December 2020 the production industries was 3.6% below than February 2020 (Office for national statistic., 2020). Furthermore, the service industries were 6.9% below than February when the pandemic started. The most affected sector is hospitality sector which includes restaurants, cafes, takeaways, pubs, canteens and catering, by falling 48.0% below its February 2020 level in December 2020.  The airline industry employees laid off, all leisure events such as music, concerts, sporting and so on have been closed indefinitely. (Bagnera S., 2020) The UK FTSE 100 index fell by 14.3% during the 2020, the poorest performance among the international index and its biggest decline since 2008. Yet, The FTSE 250 fell about 21,7% by bringing  an huge decline of all FTSE  share by 35%.Furthermore, in the period between 31 December 2019 and March 2020 all capital markets, with Dow jones industrial average and S&P500 indices, dropped by 33% (BBC., 2020). The economic crisis will lead to a decline in industrial sector sales. Indeed, Almost all UK businesses was affected by the spread of SARS-CoV-2 but some companies have been hit harder than others due to the different risks of  infection from different activities, the ability of the business to operate remotely and to implement new technology  as well as the ways that the new rules have affected the business of the firm. Indeed, some sectors has had a positive outcome of the pandemic. For instance, owing to the lockdown the delivery service such as just eat, uber and Deliveroo observed a sudden rise in online order booking service (Mkfm.com, 2020).  However, sales, investment, employment and the mostly the financial performance of the firms have been affected badly.
[bookmark: _Hlk75425833]The financial performance related to the measurement of how the company are using well its assets from its primary mode of business and generate revenues. Also, the financial performance is being used to measure the financial health of the firm over a given period. Furthermore, the financial performance is considered a snapshot that tell the investors the well-being of the firm and if to invest in it or not by relating to income, operating costs, debt structure, asset and investment return (Jordi P., 2018). The company’s financial performance depends on strategy and policies implemented by management too realize the goals of the firm. Thus, the ratio analysis is a quantitative method to measure the liquidity, efficiency, profitability and the average of debt to obtain a better understanding of firm’s position and performance (Atrill P., 2016). Moreover, the performance analysis allows the investors to have a frame of the firm of the past and current financial performance and to predict the future performance. The unprecedent lockdown led to a bad financial performance for all business owing to the disruptions in the production process and supply chain as well as uncertainty with plummeting demands. According to Abedalqader and Cherian the companies that have been affected by the pandemic are small and medium size that have had a sharper decline in financial performance. (Abedalqader R., 2020). Moreover, the SARS-CoV-2 have had a negative impact on the performance of the Chinese companies to which brought a decrease on the total revenue that, in turn, decrease in the Return of Asset(ROA) (Shen, 2020). In 12 March 2020, when the pandemic started, the financial market has been hit badly. The London stock exchange, in particular The FTSE 100 and FTSE 250 indices  showed a steepest-ever fell  of 35% that is considered a huge decline by  the second world war (exchange). According to Mert and Omer the impact of SARS-CoV-2  on the period over march- April 2020  had a huge negative impact on stock market (Mert, 2020). Thus, the crisis led to a huge impact and changes in industrial sector sales owing to decreased purchasing power by affecting the financial performance of the firms. Therefore, in order to direct the direct flow of this study, the hypothesis considered are the follows:



Leverage ratio 
The financial leverage is considered the most factor that can affect the firm’s profitability. The leverage ratio measures the ability of the firm to meet its financial obligations and how the firm finance its operations through the debt (Atrill P., 2016). The ratio is being measured with the debt to equity ratio that measure the degree to which the company finance its operations through the debt decision.  According to Modigliani and miller a company can finance itself through a mix of debt and equity. The financing decision affects the weighted average cost of capital(WACC)which is formed by a proportion of equity and debt so if the company change the capital structure automatically change the WACC. The financial crisis has decreased the company’s activity and the performance. In this case, the banks and other financial institutions, are reluctant to provide the loans to the companies. Hence, the financial crisis reduces the debt to equity ratio (Modigliani F., 1958). 
the formula of debt to equity ratio is:





Profitability ratio 
[bookmark: _Hlk75435041]The profitability ratios are being used to analyse whether the company is to able to generate earnings relative its revenue, operating costs and shareholders’ equity. They display the ability of the company to utilize its assets to produce profits. Usually, the profitability ratios is measured by the Return of asset(ROA) that display how the asset productivity and efficiency generating profit. The more efficient a company is, the more profitability increase that, in turn increase the market share. However, the profitability could be affected by external factors such as the financial crisis and other events that could plunge the shares, hence, the profitability of company. the formula of return of assets is:   

Liquidity ratio 
The liquidity ratio determines whether the company’s assets are able to pay off the company’s obligation on the due date. The ratio commonly used to determine the liquidity is the current ratio(Working capital). It calculates, how the company can maximize its current assets, so that can pay off debt and payables. if the ratio is more than 1, it means that the company can easily settle its short-term debts due. On the contrary, whether the ratio is less than 1 this imply the business is not able to pay off its short- term debts due. hence, the current ratio explains to investors how the company can cover the short-term debt with its current assets (Elaine M., 2016). The economic crisis could make difficult for the companies to meet the short-term obligations such as paying their employees or repaying their loans to the banks. 
The formula of the current ratio is:   

                                                          

Efficiency ratio 
The efficiency ratio or activity ratio shows the effectiveness of the firm in using its assets to generate revenue. In other words, the efficiency ratios measure the performance of a company’s short term or current performance. For instance, the time it takes to collect cash from customers or the amount of time to convert inventory in cash. The main ratio that it used to calculate the efficiency ratio is the asset turnover ratio that quantify the efficiency of the company in using its asset to generate revenue. The higher the asset turnover ratio the better the company is performing, since higher ratios imply that the company is generating more revenue per dollar of assets. The financial crisis could have an impact on sales that, in turn, could lead to a lower asset turnover ratio.
The formula of the Asset Turnover Ratio  is : 







METHODOLOGY 

[bookmark: _Hlk75426141]The methodology that will be used in this research is based on secondary quantitative data collected through the financial reports of the companies. It will be carry on statistical tests to quantify the acceptance or the rejection of hypothesis and so if there is a positive or negative effect of the independent variable(SARS-CoV-2 pandemic) on the dependent variables(Financial Performance).
The population considered are 42 companies to which are listed on London stock exchange, belong to different sectors: pharmaceuticals, chemicals, consumer goods, tech, travel and hospitality.
[bookmark: _Hlk75513357]The study will be conducted by analysing the performance of the companies both before the financial crisis provoked by SARS-CoV-2 pandemic and during the pandemic through the descriptive statistic and analysis of different tests. It will be used a nonparametric Shapiro wilks test that consider  the null Hypothesis is that the population is normally distributed. If the P Value is less than α level the null hypothesis is rejected and so the data tested are not normally distributed. However, if the P value is more than the α level the null hypothesis is accepted (Shapiro S., 1965). However, if the sample is not normally distributed so the normality is not verified, therefore, the nonparametric Wilcoxon signed rank test should be used.  Furthermore, the Kolmogorov-Smirnov - nonparametric test- will be used to compare one sample (one sample K-S test) with a reference probability distribution or to compare two samples (two sample K-S test). The null Hypothesis(H0) is that the two samples are from different continuous distribution. Whilst, the alternative hypothesis(Ha) is that the two samples  values are from different continuous distributions (Micheal D., 2006).   



The sample will include 42 companies belong to the London stock exchange from the follows sectors:
	Pharmaceutical
	Chemical
	Hospitality 
	Consumer goods 
	Technology 
	Travel  service 

	Convatec group  
	Croda international 
	Just eat 
	JD sport 
	Kainos digital 
	Ryanair airline 

	Smith nephew 
	 Jhonson mattney 
	Itsu 
	Tesco
	Aveva group 
	Easyjet

	Astrazeneca 
	Synthomer 
	Intercontinental hotels 
	Sainsbury’s
	Sage group 
	National Express 

	Alliance pharma 
	Elementis 
	wheterspoon
	Unilever group 
	Computacenter plc 
	Trainline 

	Dechra pharmaceutical 
	Treatt
	Restaurant group plc 
	Diageo PLC 
	NCC group 
	On the beach group 

	Glaxosmith kline 
	Victrex 
	Whitbread plc 
	British American tobacco 
	Blue prism group 
	Ten lifestyle group 

	Indivior 
	Directa 
	Domino’s pizza 
	Reckitt Benckiser
	Kape group 
	International airline group 



Research variables 
The independent variable is considered the cause of the experiment in question to which is unaffected by other variables. The dependent variables depend on other factors, in turn, their values are studied under the supposition or hypothesis that they depend. Thus, the research is follow by :
[bookmark: _Hlk75359819]Dependent variable: SARS-CoV-2 pandemic:
Independent variables: Liquidity, leverage, efficiency, profitability.
The result of the analysis will show the impact of the financial crisis provoked by the SARS-CoV-2 on the performance of the 42 firms us, on the liquidity, leverage, efficiency and profitability. It will be compared the financial performance on 2019 before the pandemic and the performance on 2020 during the pandemic outbreak. The outcome of SARS-CoV-2 will be analysed through the comparison of the average value of financial ratios before the SARS-CoV-2 outbreak and during the outbreak of the SARS-COV-2. 
	                                2019
	                                   2020

	 The average value of the Current Ratio before SARS-CoV-2 outbreak 
	The average value of the Current Ratio during SARS-CoV-2 outbreak 

	The average value of the Debt-to-equity ratio before SARS-CoV-2 outbreak 
	The average value of the Debt-to-equity ratio during SARS-CoV-2 outbreak 

	The average value of the Return of asset before SARS-CoV-2 outbreak 
	The average value of the Return of asset during SARS-CoV-2 outbreak 

	The average value of the Asset turnover ratio before SARS-CoV-2 outbreak 
	The average value of the Asset turnover ratio during SARS-CoV-2 outbreak 




The liquidity is measured by calculating the current ratio that compare the current assets to current debt. The leverage level is calculated through the debt to equity ratio that shows how the company can pay-off its debt with its equity. The profitability is displayed with the Return of asset ratio that calculate the effectiveness of the company to generate revenue through its total assets. Finally, the efficiency level is measured by the Asset turnover ratio that is an indicator to how the company is using it assets efficiently to generate revenue and so measures the revenue relative to the value of assets. The empirical analysis will demonstrate if it was an increase or decrease on the financial ratios and if the SARS-CoV-2 outbreak has had a positive or negative impact.



CONCLUSION
[bookmark: _Hlk75517833]The economic crisis due to the SARS-CoV-2 has had a huge impact on the performance of the firms to which will bring the companies to make huge changes on their future business plan. The huge impact on employment will affect the people’s income that will certainly decrease in people’s purchasing power that, in turn, plunged the sales activity. The ongoing financial crisis has plunged into a very deep recession by hitting the financial performance and the capital structure of the firm in the value of liquidity, leverage, profitability and efficiency. However, more sectors have had an increase on the performance such as consumer goods, pharmaceutical cosmetics and mostly the technology sector owing to their primary consideration. Instead, the hospitality sector result most affected by the pandemic in terms of employment and profitability. However, in the UK the effectiveness of the furlough scheme by the government is shielding about 10 million of people belong to the hospitality sector by the march 2020. In conclusion, the research will  examine, whether there is an increase or decrease on the performance ratios on the companies belong to the London stock exchange before and during the impact of SARS-CoV-2 and which sectors are most affected or which have benefited from it. However, this study could result limited as investigates a small sample of some companies belong to different sectors and not investigates an in-depth analysis through a larger sample. Furthermore, the pandemic is still ongoing, therefore, this research might be considered in a short period of time and not in the long term. Hence, the SARS-CoV-2 might hit the world economy for years, therefore, it should be carried out further analysis of the future impact of it on the financial performance of the firms going forward.
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Hypothesis





H3:the covid 19 pandemic has a negative effect on the liquidity ratio 


H4: the covid 19 pandemic has a negative effect on the efficiency ratio 


H1: the covid 19 pandemic has a negative effect on the leverage ratio 


H2:the  covid 19 pandemic has a negative effect on the profitability ratio 
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