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ABSTRACT 

This paper aims to study the reactions of 10 global indices to the ongoing war between Russia and Ukraine. 

We have used daily stock market returns as a sample which covers the period from 24th June 2021 to 

31stOct 2022. We used an event study model to detect the impact of war on the selected global indices. 
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Objectives: 

1. To understand the effect of the Russia Ukraine war on global market performance 

2. Identify the most affected indices. 

3. To identify the percentage of impact on each index. 

4. To find out the reason for the major impact on global indices. 

 

Findings: 

A noticeable negative shift in stock market performance is visible from the findings reported herein. The 

Russian and Ukraine stock markets are the ones which took the most hitswhich is a given considering their 

present involvement in the ongoing war. Compared to the Asian stock markets, the European stock markets 

have endured more pressure presumably from their proximity to Russia and Ukraine as well as their 

dependency on both these nations for various commodities. 

 

INTRODUCTION 

Russia invaded Ukraine on 24th February 2022, making it the latest chapter to unfold in the Russia-Ukraine 

War that started as early as 2014. This event marked the biggest refugee crisis that Europe has witnessed 

since World War II, as the number of Ukrainians fleeing the country reached north of 6.3 million as well as a 

third of the whole population displaced. Since Russia and Ukraine are 2 of the largest exporters of food 

products in the world, the war also led to food shortages on a global scale. 

In 2014, Russia annexed and attacked Crimea which sparked a regional war between the two countries. With 

the support of Russia, separatists were able to seize power in a portion of the Donbas region in southeast 

Ukraine. This region consists of the Luhansk and Donetsk oblasts. In 2021, Russia mobilized nearly 190,000 

soldiers and sufficient equipment to establish a major military presence along its border with Ukraine. In a 

televised speech moments before the invasion, Russian President Vladimir Putin challenged Ukraine's right 

to statehood and blamedthat the Ukrainian government is being run by “neo-Nazis” who were mistreating 
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the ethnic Russian minority. He expressed extreme irredentist views towards the entire situation in his 

speech. On February 21, 2022, Russia recognized the self-proclaimed breakaway quasi-states of Donbas, the 

Donetsk People's Republic and the Luhansk People's Republic, and the next day, use of force was approved 

by the Russian Federation Council. The Russian troops quickly followed suit. On February 24, Vladimir 

Putin announced a "special military operation" to "demilitarize and denazify" Ukraine, officially launching 

the invasion. 

 

The stock market isa tool that can be used to analyze the performance of the economy. In this context of war, 

it can be used as an indicator to show the performance of various indices during these turbulent times. A 

sharp decline of an index after news of the war breaking out indicates a dent in investors’ confidence about 

further repercussions and the uncertainties thereof. A war between two countries, one of which is a 

superpower, can lead to a lot of instability in the economy. The disruption caused in the normal lives of the 

citizens and the sanctions which may be imposed against and or by even one of these countries can cause a 

huge dent in the overall global economy. This is particularly true considering that Ukraine is one of the most 

gifted countries in terms of natural resource abundance as well as being a major player in the export of 

agricultural and industrial products. 

The objective of this paper is to evaluate stock prices to find an indication of the effect of the disturbances 

between Russia and Ukraine. Tools like correlation and regression analysis will be used to analyze the 

relationship between the War and various global stock indices. These tools would provide the relationship 

between the event and the stock marketsand will additionally define the degree of relationship between these 

two. Models such as the “traditional valuation model” suggest that stock prices usually reflect expectations 

about the future of the economy and can therefore be used to predict the economy.  

 

During the course of this paper, we will attempt to answer the following questions. First, is there an effect 

of the Russia-Ukraine war on the global stock market performance? If yes, to what extenthas each index 

been affected in percentage? We will calculate this by collecting data from 10 different indices from 

around the globe and comparing the market performance 5 months before the commencement of the war 

and 5 months afterward. Second, which are the most affected indices out of these 10, and what are the 

reasons for this impact? Third, what are the future implications of the current events? 

 

LITERATURE REVIEW 

The study titled "The impact of the Ukraine-Russia war on world stock market returns" investigates the 

reactions of global stock market indices to the conflict between Ukraine and Russia. The researchers 

found a negative correlation between the conflict and global stock market returns by analyzing daily stock 

market returns from a sample of 94 countries from January 22 to March 24, 2022. The impact on the 

European stock market illustrates how the situation in Russia and Ukraine has affected European stock 

markets. The European stock markets, which have strong trading ties with the Russian economy, 

generally responded poorly to this crisis due to the increase in political uncertainty, proximity to Russia, 

and the effects of new sanctions. It was also noted that European stocks experienced a significant negative 

abnormal return on February 21, 2022, the day that Russia recognized two governments in Ukraine as 
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autonomous regions. The negative stock price reactions also continued in the following days. The severity 

of the stock market responses to this crisis varied significantly between industries, countries, and firm 

sizes. 

 

Hoffmann, Manuel, and Neuenkirch (2014) conducted a similar study to investigate the impact of the pro-

Russian conflict on stock returns in Russia and Ukraine from November 21, 2013, to September 29, 2014. 

They used conflict-related news on the internet as an indicator for the level of de-escalation and found 

that the conflict was worsening and reducing stock returns in Russia and Ukraine. The pro-Russian 

conflict in Ukraine was found to account for a total variation of 6.5 percentage points in the Russian and 

Ukrainian stock markets. 

 

Another research by Jonathan Federle, Gernot Müller, André Meier, and Victor Sehn in 2022 studiesthe 

response of stock markets to the Russian invasion of Ukraine and analyzes the economic spillovers that a 

country is exposed to during times of war are significantly influenced by how close it is to the area of 

conflict. This research paper demonstrates that the stock market's behavior around the beginning of the 

war exhibits a considerable sensitivity to changes in perceived disaster risk by focusing on the particular 

situation of the conflict in Ukraine. In this case, geography turns out to be important. During the first few 

weeks of the war, markets in nearby nations saw a significant proximity penalty in the form of steeply 

negative returns. Comparatively, distant nations performed significantly better. Trade linkages, which, on 

average, tend to be closer among countries, can be blamed for roughly half to two-thirds of this effect. 

The remaining amount most likely reflects risks of military spillover. In fact, neighbors of Ukraine 

generally saw a greater rise in independent geopolitical risk measures, increased their military aid to 

Ukraine, saw domestic defense companies significantly outperform the general stock market, and 

experienced higher perceptions of disaster risk as reflected in currency options. Also, location affects how 

war affects the economy. These spillovers will undoubtedly have an impact on geopolitics and could even 

change how the war plays out. 

 

Generally, reactions of stock markets to international crises have been mostly negative, with one notable 

exception being the reaction to conflict in the Gulf on Wall Street. This suggests thatall international 

crises do not have the same impact on stock markets, even in a highly interconnected global economy. 

These differences may reflect the markets' varying sensitivity to the same political event. According to 

Schneider and Troeger (2006), conflictive events have a stronger influence on stock market volatility 

compared to cooperative events. The reaction of stock markets to international crises depends largely on 

the severity of an anticipated or actual international event and the collective expectation that the event 

will occur. This is demonstrated in the study by Krishnan and Dagar (2022), which found that although 

the US-China trade war affected the proportion of Chinese exports to the US (due to higher tariff rates), 

stock volume traded was positive. This positive relationship between exchange rate and volume traded 

suggests that investors and companies were able to mitigate risk by trading in the stock market, 

particularly during the COVID-19 pandemic. In contrast, the trade war caused significant changes in 

international trade in goods and services, resulting in increased trading in the Indian market and high 
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volatility due to the impact on exchange rates. Trading in both the US and China increased significantly 

during both the trade war and the pandemic, but the markets were also highly volatile. Similar research by 

Shi, Wang, and Ke (2021) identified a spillover pattern where breakpoints occurred in the Chinese stock 

market after the official start of the trade war. On the other hand, a study by Fernandez (2007) specifically 

focused on conflicts in the Middle East found that structural breakpoints in volatility mainly occurred in 

the Middle Eastern and emerging Asian stock markets, while the rest of the world experienced volatility 

clustering as a result of the political instability in the Middle East, known as a Transitory Volatility 

Increase. 

 

METHODS OF RESEARCH 

To execute an event study properly, the event must be defined properly first along with event timeline, 

and the event window. We used February 24, 2022, as the event date of the Russian-Ukraine war because 

it has never been formally declared. The event window consists of a total of 10 months (24th June 2021 to 

31stOct 2022),which are divided into two time periods which includethe pre-war period andthe post war 

period. We have used the closing price of all these 10 indices on a daily basis for our analysis and will 

only consider trading days in our analysis. We have examined these stock indices - SENSEX, CSI 300, 

DAX, FTSE 100, MOEX, NASDAQ Composite, PFTS, S&P 500, CAC 40, and NIKKEI 25. 

Tools to be used to analyze the relationshipbetween the selected 10 global indices and the Russia-Ukraine 

war are: 

• ADF Test 

• Johansen System Cointegration Test 

• Correlation and Covariance 

• Descriptive Statistics 
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INTERPRETATION 

The present study has used Augmented Dickey

global indices namely SENSEX, CSI 300, DAX, FTSE 100, MOEX, NASDAQ Composite, PFTS, S&

500, CAC 40, and NIKKEI 225. It helps to identify the stationarity of the data series of all the 10 global 

indices of two time periods i.e. pre-war period and the post

 

Analysis of the Pre-War Period 

International Journal of Scientific Research and Engineering Development-– Volume 6 Issue 2, Mar

 Available at 

©IJSRED:All Rights are Reserved                                          

The present study has used Augmented Dickey-Fuller (ADF) test to conduct tests for

global indices namely SENSEX, CSI 300, DAX, FTSE 100, MOEX, NASDAQ Composite, PFTS, S&

500, CAC 40, and NIKKEI 225. It helps to identify the stationarity of the data series of all the 10 global 
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conduct tests for unit root in 10 

global indices namely SENSEX, CSI 300, DAX, FTSE 100, MOEX, NASDAQ Composite, PFTS, S&P 

500, CAC 40, and NIKKEI 225. It helps to identify the stationarity of the data series of all the 10 global 
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All the data series were stationary at the I(1)level and its difference and intercept level as shown in Fig. 

1.1  that data is stationary at the first level in the ADF test. The null hypothesis is (p-1) = 0 it possesses a 

unit root and is therefore rejected in each of the cases. In the first index SENSEX the null hypothesis in 

PRE_WAR has a unit root which is rejected at 1% level which implies the series is stationary. Its p value 

is 0.000. When p value is greater than 0.05 null hypothesis is accepted. If it is not, then null hypothesis is 

rejected. Here the null hypothesis is rejected.Likewise, in POST_WAR has a unit root test which is 

rejected in 1% level itself which implies the series is stationary.Null hypothesis in every PRE_WAR and 

in POST_WAR have unit root test which is rejected at 1% level. So the entire series are stationary. 

 

In all the cases p-value of the pre-war period for all the 10 global indices is significant at a 5% level using 

differences with the intercept model. The P value of the ADF test is 0.000 which is less than 5% thus 

implying that the data is stationary. The coefficient value is negative in all cases. It suggested that the 

model is fit.  

Fig. 1.1  

INDEX Calculated Value P value 

SENSEX -6.465 0.000 

CSI 300 -6.604 0.000 

DAX -7.973 0.000 

FTSE 100 -7.606 0.000 

MOEX -11.810 0.000 

NASDAQ -6.961 0.000 

PFTs -9.407 0.000 

S&P 500 -7.171 0.000 

CAC 40 -6.140 0.000 

NIKKEI 

225 

-6.575 0.000 

 

Analysis of the Post-War Period 

All the data series were stationary at the I(1)level and its difference and intercept level as shown in Fig. 

1.2 that data is stationary at the first level in the ADF test. The null hypothesis is (p-1) = 0 it possesses a 

unit root and is rejected in all the cases. In all the cases p-value of the post-war period for all the 10 global 

indices is significant at a 5% level using differences with the intercept model. The P value of the ADF test 

is 0.000 which is less than 5% thus implying that the data is stationary. The coefficient value is negative 

in all cases. It suggested that the model is fit.  

Fig. 1.2 

INDEX Calculated Value P value 

SENSEX -7.555 0.000 

CSI 300 -8.125 0.000 

DAX -8.433 0.000 
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FTSE 100 -7.897 0.000 

MOEX -7.301 0.000 

NASDAQ -7.590 0.000 

PFTs N/A 0.000 

S&P 500 -7.239 0.000 

CAC 40 -8.006 0.000 

NIKKEI 

225 

-6.282 0.000 

 

Cointegration test 

Following the confirmation that each series is stationary at first difference, the Johansen cointegration test 

was conducted at the selected lag level to check for the existence of a long-term equilibrium between the 

various stock market indices. If the series are cointegrated, it means they have a common random trend, 

and any deviations from the long-term equilibrium may lead to short-term adjustments of the series to 

restore the equilibrium. Comparing trace and eigenvalue statistics to the critical values at 5% suggests 

that trace test indicates 4 cointegrating eqn(s) and max-eigenvalue tests indicate 2 cointegrating eqn(s) for 

Pre-War and Trace test indicates 5 cointegrating eqn(s) and Max-eigenvalue test indicates 5 cointegrating 

eqn(s) for Post-War. 

 

CONCLUSIONS 

This study examines how the conflict between Ukraine and Russia has affected the movement of 10 

global stock market indices. The daily stock return data of 10 global indices over the period starting from 

24th June 2021 to 31stOct 2022 shows significant negative effects of the Russia-Ukraine war on these 

global stock indices. During the first few weeks of the war, markets in neighboring nations saw a 

significant proximity penalty in the form of steeply negative returns. Comparatively, faraway nations 

performed significantly better. We anticipated that the European stock market, which is an important 

trading partner for Russia's economy, would react poorly to this issue because of the country's closeness, 

rising political unrest, and the effects of any sanctions. 

We observed that the event of February 24, 2022, had an immediate, significant negative influence on the 

global indices, followed by an immediate, significant positive impact. PFTs was an exception to this, 

even if the overall impact on the international stock markets was unfavorable. Our research also shows 

that a prolonged war will have a negative impact on the global economy. 

Since our research was conducted at the start of the ongoing Russia-Ukraine conflict, it is possible that it 

does not fully reflect the outcome of the crisis. We recommend that future researchers thoroughly 

investigate the repercussions of this event comprehensively. 
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