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Abstract:

It is known that many factors influence the stock prices and the value of energy and fuel companies. Among them
we can mention the economic, social, environmental, political factors, and recently the Covid-19 pandemic. The aim of
the study is to examine the probability and intensity of the deterioration of the financial situation and the decrease in
the share prices of energy and fuel companies listed on the main segment of the Bucharest Stock Exchange (Romania)
during the pandemics. The study has used mixed benchmarking methods, in time and space, and highlighted the impact
of the Covid-19 pandemic on the financial performance and share prices of three energy and fuel companies listed on
the main segment of the stock market. The risk of declining the financial performance and the share price of energy and
fuel companies has increased significantly. This issue has been associated both to a temporary reduction in energy and
fuel demand, to the pandemic restrictions introduced in most countries as well as to the behavior of the market
investors.
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INTRODUCTION

The access to energy represents a key element for the economic and social development,
thus contributing to the improvement of the population’s standard of living. The energy sector is
considered to be a key factor in a country's economic development. Energy as a sustainable force
for the sustainable development — being economically viable, needs-oriented, autonomous and
ecological - is becoming more and more important (Kurian, 2012).

Thus, the energy and fuel sector are constantly changing and they need to be adjusted to the
ever-changing economic conditions. On the other hand, the changes taking place in the energy
sector affect the lives of people who are concerned about and carry out activities in agriculture,
industry, transport, communication, economy, urbanization, quality of life, politics and environment
(Smil, 2017). Avtar and colleagues (Avtar et al., 2019) have recalled about energy expansion,
energy security, increasing energy generation capacity and the relationships manifesting in terms of
the energy industry, urbanization and society.

The specialty literature emphasizes that increasing energy needs are correlated with issues
such as the economic sustainability, the social development, the environmental sustainability
(Omer, 2009 and Colombo et al., 2013), as well as the population’s health problems (Manisalidis et
al., 2020).

The global economic developments over the past 20 years, the technological advances as
well as the economic, geopolitical, and environmental events have led to a significant increase in
the energy commodity price volatility (Halkos and Tsirivis, 2018). One such event is the
manifestation of the SARS-CoV-2 virus. On March 11, 2020, the World Health Organization
(WHO) declared the Covid-19 outbreak a global pandemic. This pandemic soon hit the globalized
economies and the energy markets with a tremendous force thus causing huge losses. The impact of
the effects of the pandemic was visible on the oil future market. (US Oil Prices Turn Negative as
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Demand Dries Up. Retrieved from BBS News, 2020). In April 2020, the price of U.S. crude oil for
the first time in history, the West Texas Intermediate (WTI) type of crude oil, the benchmark for
crude oil, traded negative at -40.32 USD / barrel, compared to 18.27 USD / barrel a few days
earlier.

Constrained by declining demand for petroleum products caused by the medical crisis as
well as by the unavailability or speculative trends related to storage space, producers and traders
preferred to sell at a loss or even pay buyers to collect their products due to the fact that stopping
crude oil production lasts and sometimes cannot be achieved without taking the risk of further
declining productivity. Moreover, a stopped probe presents the risk that the restart will not produce
the same (https://www?.deloitte.com/ro/en/pages/business-continuity/articles/pretul-istoric-negativ-
al-petrolului-implicatii-pentru-romania.html).

The risk of loss associated with trade in goods may depend on the economic, political and
market conditions. Commodity prices are inherently volatile based on the fact that they react
quickly to a number of unpredictable factors, including labour strikes, weather conditions, exchange
rates, speculation, inflation and now the pandemic situation (Ezeaku et al., 2021).

It is important to understand and analyze the impact of the Covid-19 pandemic on the
worldwide economies. Such an analysis can help investors better cope with the increase in systemic
financial risk as well as it can provide some basic ideas for managing similar events in the future,
too. Blockage, social restrictions, travel bans, unemployment and work at home or telework have
forced most people to stay at home thus affecting the normal functioning of businesses and reducing
the demand for energy and fuel. Particularly, the pandemic could threaten labor markets, the global
supply chains could affect the consumer behavior. They all have an impact on the global economy
as such. The stock market represents one of the most important elements (Ahmar and del Val, 2020;
Al-Awadhi et al., 2020). Given the slower growth rates and lack of capital flows, the emerging
markets, including Romania, have relatively limited resources in order to cope with the impact of
the pandemic and are therefore they are expected to suffer the most.

The present study is focused on examining the probability and intensity of the deterioration
of the financial situation and the decline of the stock prices of energy of the fuel companies listed
on the main segment of the Bucharest Stock Exchange (Romania) during the Covid-19 pandemic.
The significance of the research is shown in the analysis of the reaction of the energy and fuels
market to the crisis situation. The Covid-19 pandemic is an exceptional situation, resulting from a
threat to health, but which, in its turn, significantly affects the economic situation of the companies
as well as the worldwide economies. In order to reproduce as accurately as possible the impact of
the pandemic on the energy and fuel companies, we have taken into account three companies listed
on the main segment of the Bucharest Stock Exchange. In order to obtain eloquent results, we have
used the comparative method of mixed analysis, in time (analysis period being 2018-2020) and
space (i.e. the financial reports of ROMGAZ Ltd.,, NUCLEARELECTRICA Ltd. and of OMV
PETROM Ltd.).

LITERATURE REVIEW

So far, the pandemic is the most important challenge facing countries around the world. The
first wave had a major impact on the world economy in such a way that it has accentuated the
poverty (Laborde et al., 2020), has changed the behaviour of the food consumers (Gutiérrez-Villar
et al., 2021), has led to higher food prices and lower food prices sales of goods and services (by Vet
etal., 2021).

The supply of electricity during such a difficult period represents an essential service and, of
course, the discontinuations are not acceptable (Zhong et al., 2020). Some authors in their studies
have addressed the impact of the pandemic on the energy consumption patterns (Ghiani at al., 2020;
Santiago et al., 2021) as well as the changes in the energy mix (Hosseini, 2020; Akrofi and Antwi,
2020).
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Navon and colleagues (Navon et al., 2021) have stated that the Covid-19 pandemic is not only a
global health crisis, but also an indication of a new era of economic activity whose potential
consequences cannot be understood nowadays.

Rajput and colleagues (Rajput et al., 2020) have provided an analysis of the current and
likely impact of the COVID-19 pandemic. The sudden outbreak of the COVID-19 pandemic has
caused global declines in the goods process. This situation has mainly affected the demand as well
as the supply of goods. The oil market has been severely affected by the collapse in demand, mainly
due to travel restrictions which have also led to a sharp drop in the oil prices. Fuel demand has
fallen to unprecedented levels especially in terms of the aircraft fuel demand (Chiaramonti and
Maniatis, 2020).

The researchers have pointed out that the impact of the pandemic has varied when it comes
to regions and countries. This aspect is related to the different degree the spread of the pandemic,
but also to the different role of the analyzed areas on the energy market. Nyga-t.ukaszewska and
Aruga (Nyga-Lukaszewska and Aruga, 2020) have studied the impact of the pandemic on oil and
gas prices in the United States and Japan. If in the US the pandemic of COVID-19 has had a
significant negative effect on the price of oil and a positive effect on the price of gas, in Japan, this
negative impact is visible only on the oil market.

Other global and local factors have also influenced the demand for and supply of energy
products and the health of energy and fuel companies. The pandemic is not responsible for all
changes which have taken place in the energy market. As Cohen (Cohen, 2020) has pointed out, the
“oil price war” taking between Saudi Arabia and Russia has also contributed to the fall and
destabilization of oil prices in the first half of 2020 (Hasan et al., 2021).

Drabecki and Kulak's study (Drabecki and Kulak, 2021conduct) which has been conducted
in four European countries which have reacted differently to the spread of the epidemic at
government level (e.g. Italy, the United Kingdom, Poland and Sweden) has showed that the global
pandemics can have a major impact on the electricity demand as well as on the share prices of the
electricity companies.

The outbreak of the COVID-19 pandemic has led to serious global socio-economic
disruptions that affected all the economic sectors including the tourism industry, the tertiary sector
the operational sector as well as the opening of public offices, the closure of schools and the
organization of families. The aim of Ghiani and his collaborators’ study is to show the impact of the
restrictions and stoppage of the activities in Italy as well as to discuss the effects of the COVID-19
outbreak on the entire electricity sector (Ghiani et al., 2020).

In their study, Bieszk-Stolorz and Markowicz (2021) have stated that in Poland, like in other
countries, too, the decline in terms of the energy demand during the pandemic has led to a decline
in the turnover of energy companies and fuels. The consumption reduction has been a consequence
of the restrictions which have been set in place by governments in order to prevent the spreading of
the virus. This has caused uncertainty in terms of the economic development and has increased the
corporate profit which is reason of the falling stock prices. Thus, the long-term share prices have
been affected by the unfavorable financial results of the companies. On a short- term basis, the fall
in stock prices has been caused by the investors' fears related to the development of the pandemic,
the following news from around the world of an increase in the number of cases of the disease. The
governments of the countries affected by the pandemic first introduced restrictions that resulted in a
reduced energy demand. The government measures, such as the restriction of the road and air
transportation, the restrictions in terms of the teaching activities in schools, the restrictions imposed
on the manufacturing companies, shops and offices, have led to a significant reduction of the global
energy and fuel demand. All these facts have led to a decrease in the share prices of the companies
in this sector, the intensity of their decline being more than double compared to other companies in
other sectors.
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RESULTS AND DISCUSSIONS

In order to develop the present study, the documentation has been done based on the
financial information of three energy and fuel companies listed on the main segment of the
Bucharest Stock Exchange (i.e. ROMGAZ Ltd., NUCLEARELECTRICA Ltd. and OMV
PETROM Ltd.), for 2018-2020. Our endeavor was meant to highlight the impact that the COVID-
19 pandemic on the financial results, on the one hand, and on the evolution of the share price of the
three studied companies on the other hand. The financial information was retrieved, processed and
transposed into tables by using Microsoft Editor for Word & Excel.

In 2020, the global economy faced a deep and rare crisis which was triggered by the
COVID-19 pandemic. It impacted both the health of the population and the economies of the
worldwide countries. As a result of the exceptional measures taken by governments around the
world to counter the pandemic, the global economy contracted sharply by 3.5% thus suffering the
worst recession since the Great Depression (1929-1933). The world trade volume fell by 9.6% as a
result of the significant slowdown in the economic activity during the first half of 2020. The
political decision-makers and central banks have reacted rapidly and have implemented a series of
unprecedented support schemes in order the to support households, the enterprises and the financial
markets (according to the OMV PETROM Annual Report, 2020).

In the same year, the euro area economy was also affected by the extraordinary and the
severe shock generated by the coronavirus pandemic (COVID-19). The economic activity
contracted sharply during the first half of the year as a result of the containment measures and the
increased risk aversion. The strong and coordinated response from the monetary and the fiscal
policies, as well as the positive news on vaccines, have helped to stabilize economic activity during
the second half of the year. Generally speaking, the euro area of the GDP contracted by 6.6% in
2020. The total annual inflation dropped by 0.3% from 1.2% in 2019 largely due to decline of the
energy prices even if this development was related to the pandemic. For example, the sectors which
were hit the hardest by the crisis, such as the transportation and the hospitality sectors, contributed
to a lower inflation during the second half of 2020 (according to the ECB Annual Report, 2020).

As far as the situation of ROMGAZ Ltd. is concerned, we have selected the following
economic and financial indicators as shown in Table no. 1:

Table no. 1. Economic and financial indicators for ROMGAZ Ltd.

oy Indicators Reporting period Evolution (%)
1.01-31.12.2018 | 1.01-31.12.2019 | 1.01-31.12.2020 | 2019/2018 | 2020/2019
Net turnover (RON) 4,964,733263 | 4,924,879529 | 3,926,033569 | -0.80 -20.28
Net income (RON) 1,360,546,709 | 1,046,406,623 | 1,278,884,673 | -23.09 +22.22
ROMGAZ | Net margin rate (%) 27.40 21.25 3257 | -22.47 +53.31
Ld. ["EBITDA (RON) 2,346,686,886 | 2,669,630,961 | 1,948,616,546 | +13.76 -27.01
’(\I"Q"’(‘;'[‘\Ie)t*cap'ta“zat"’” 10,714,742,720 | 14,299,171,040 | 10,830,369,440 | +33.45 -24.26

Source: Author's personal contribution based on the company's financial statements
* The recorded values are on December 30" of each year.

The data provided by the table shows that the turnover decreased during the entire analyzed
period. The company's net result, after a decrease of 23.09% in 2019, increased by 22.22% during
the following year. The net margin rate also showed oscillating evolutions which were influenced
by the superior dynamics of the net result compared to the one of the turnover. EBITDA also
showed an oscillating evolution decreasing by 27% in the last year of the analysis. The market
value of the company, following an increase of 33.45% in 2019, decreased by 24.26% in the
following year (the market capitalization on March 23rd, 2020 was of 9,943,897,920 RON).

The effects of the COVID-19 pandemic on the Romanian economy were reflected on the
production of natural gas, which decreased by approximately 14% in 2020 compared to the
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previous year and implicitly on sales prices, decreasing them (adapted after the Annual Report of

the company ROMGAZ Ltd., 2020).

In 2020, the trading prices of shares and GDRs were negatively influenced, on the one hand,
by the evolution of the COVID-19 pandemic and the decrease in the price of oil (a trend observable
especially at the end of the first quarter of 2020) and, on the other hand, the declining financial
results for the first half and the third quarter of 2020 compared to previous periods. Thus, in the first
two months of 2020, the trading price of ROMGAZ shares followed a slightly oscillating trend,
increasing in January, up to a maximum of 37.70 RON / share reached on January 17th, 2020
(which is and the maximum of the year). Starting with March 2020, as a result of the declaration of
the COVID-19 pandemic worldwide by the World Health Organization, as well as the decrease of
the oil price, the ROMGAZ share registered considerable decreases up to a minimum of 25.80 RON

/ share on March 23rd, 2020 (Annual report of ROMGAZ Ltd., 2020).
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Chart no. 1. The evolution of the SNG share price during 2018-2020
Source: Adapted based on https://bvb.ro/Financiallnstruments/Details/FinanciallnstrumentsDetails.aspx?s=SNG
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In terms of the situation of NUCLEARELECTRICA Ltd., we have selected the following

economic and financial indicators shown in Table no. 2:

Table no. 2. Economic and financial indicators for NUCLEARELECTRICA Ltd.

. Reporting period Evolution (%)
Company Indicators
1.01-31.12.2018 | 1.01-31.12.2019 | 1.01-31.12.2020 | 2019/2018 | 2020/2019

Net turnover (RON) 2,129,744,920 2,379,424,484 2,448,712,083 +11.72 +2.91

Net income (RON) 410,611,215 535,667,264 699,322,229 +30.46 +30.55

NUCLEARELECTRICA | Net margin rate (%) 19.28 22,51 2856 | +16.77 +26.86
Ltd. EBITDA (RON) 1,228,360,636 | 1,314,841,225 | 1,409,774,210 | +7.04 +7.22
'(\I";(‘;',‘\f)t*cap'ta“zat'on 2460,353,024 | 4,209,587,515 | 5,387,359,047 | +7475 | +2530

Source: Author's own contribution according to the company's financial statements.
* The values recorded are on December 30" of each year.

From the data provided in the table above it is observed that both the turnover and the net
result and EBITDA increased over the entire analysis period. Against the background of the
superior dynamics of the net result compared to the turnover, it was possible to observe an increase
of the net margin rate by 16.77%, respectively 26.86%. Also, the market value of the company
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increased over the entire analysis period, reaching the value of 5,387,359,947 RON at the end of
2020 (the market capitalization on March 16th, 2020 was of 3,310,622,084 RON).

Globally, interest in nuclear power increased during 2020 with the Covid-19 pandemic.
About 10% of the world's electricity is generated by about 440 nuclear reactors, so nuclear reactors
have played a key role in maintaining electricity supply (Processed after the Annual Report of
NUCLEARELECTRICA Ltd., 2020).

Although the year 2020 was a challenging and difficult one due to the pandemic context, the
company achieved very good financial results, complied with and fulfilled its investment programs,
the nuclear beam manufacturing and delivery program, the electricity and heat production program
and obtained an operating profit (EBITDA) higher by approximately 7.22% compared to the same
period of the previous year. The company's operating expenses registered a decreasing trend
compared to the previous year of approximately 4%, the pandemic context causing increases only in
terms of expenses such as protective equipment, sanitation services, expenses with isolated
personnel, and the cost reductions due to travel restrictions imposed by state authorities (i.e. less
travel costs, training courses and seminars) (adapted after the Annual Report of
NUCLEARELECTRICA Ltd., 2020).

) S.N. NUCLEARELECTRICA S.A., D, BVB ~
Volume (20) ~

Q38,6000 H39,9500 L36,6000 C36,9000

[ 28,0000

153,256K

.........................
8,0000

2020 | May Sep 2021 fe]
March 16, 2020
Chart no. 2. The evolution of the SNN share price during 2018-2020

Source: Adapted based on https://bvb.ro/FinancialInstruments/Details/FinancialInstrumentsDetails.aspx?s=SNN
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Regarding the situation of OMV PETROM Ltd., we selected the following economic-
financial indicators which have been shown in Table no. 3:

Table no. 3. Economic and financial indicators of OMV PETROM Ltd.

Company Indicators Reporting period Evolution (%)
1.01-31.12.2018 | 1.01-31.12.2019 | 1.01-31.12.2020 | 2019/2018 | 2020/2019
Net turnover (RON) 17,817,366,024 | 19,793,585,306 | 14,795525,494 | 11.09 -25.25
Net income (RON) 3,879,650,048 | 3563580,002 | 1,381,578,837 | -8.15 61.23
PE?’I\IQD/M Net margin rate (%) 21.77 18.00 9.34 | -17.32 -48.13
Lid. | EBITDA (RON) 7,550,326,492 | 7,648,007,421 | 6,228,800,307 | 1.29 -18.56
'(\I"%',‘\Ie)t*cap'ta“zat'on 16,936,588,302 | 25,310,916,426 | 20,500,133,380 | +49.50 | -18.68

Source: Author's own contribution according to the company's financial statements.

* The recorded values are on December 30th of each year.
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The data presented in the above table show that all the indicators decreased during 2020 in
comparison to the previous year. The market value of the company was affected, too, since it
decreased by 18.68% in 2020 and reached the value of 20,590,133,380 RON at the end of the year
(i.e. the market capitalization on March 16th, 2020, was of 15,803,706,225 RON). The alteration of
the economic and financial indicators was caused both the Covid-19 pandemic and the accelerated
increase of the supply determined by the existing tensions in terms of the oil exporting countries.

During 2020, the evolution of OMV Petrom's share prices was significantly influenced by
the evolution of the Covid-19 pandemic, which also caused stock market crashes, both locally and
internationally, especially during February-April 2020. (according to the Annual report of OMV
PETROM Ltd., 2020).

The year 2020 started on a positive note, and the maximum trading price of 0.4500 RON /
share was reached shortly on January 7th and the 9th. However, by the end of January 2020,
markets had already begun to decline after the World Health Organization declared the Covid-19
epidemic.

The correction of the capital market deepened in March, having as catalyst the turbulences
on the crude oil market. During this period, the crude oil and gas sector suffered twin shocks: the
destruction of the demand under the impact of the pandemic and the accelerated supply growth
caused by OPEC+ tensions. The tensions culminated with Saudi Arabia's increase in crude oil
production and its sale at a low price, thus leading to a free fall in crude oil prices in the
international markets. On March 9th and the 12th, the international stock markets experienced one
of the largest daily declines in recent years as the Covid-19 disease was declared a pandemic (on
March 11th) when the quarantine measures were widely imposed on globe. In this context, on
March the 9th, the company’s share recorded the largest daily price decrease in 2020 of 13.9%
(according to the Annual Report of OMV PETROM Ltd., 2020).
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Chart no. 2. The evolution of the SNP share price during 2018-2020
Source: adapted after https://bvb.ro/Financiallnstruments/Details/FinancialInstrumentsDetails.aspx?s=SNP

In 2020, the Romanian economic environment was marked by a high degree of uncertainty,
largely caused by the coronavirus pandemic (Covid-19). Despite of the high market volatility and
the low demand, OMV Petrom's achievements at the end of 2020 are outstanding. They have
proved once again the value of the integrated business model, the flexibility in adjusting the plans
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and the resilience of the company's results (based on the Annual report of OMV PETROM Ltd,
2020).

CONCLUSIONS

The conclusion is that the situation of the fuel and energy sector has deteriorated
significantly during the analyzed crisis period which has been generated by the Covid-19 pandemic.
The findings of the present study have important implications for both the investors and the
financial managers and can contribute to the design of the low-risk portfolios based on the energy
market’s specific conditions (e.g. health crisis). The present study expands the existing literature on
the impact of a pandemic in general (the Covid-19 pandemic in particular) on the Romanian capital
market. Many studies have been conducted and published on the impact of Covid-19 on the energy
and fuel companies in different countries. Therefore, the contribution of the present study will be an
extension to the global literature on the impact of the Covid-19 pandemic on the economies of the
countries, in general, and on the energy and fuel companies listed on the regulated market of the
Bucharest Stock Exchange (Romania) in particular. Future research plans will include an analysis
of the situation of the European energy and fuel companies, the way the Covid-19 pandemic has
altered the financial results of companies and has changed the lives of the world's population.
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