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This article investigates the reaction and adaptation of stock markets in response to the Full-Scale Invasion of
Ukraine in February 2022. It examines the immediate effects on the Ukrainian stock market, highlighting the significant
decline in trading volumes and stock prices due to geopolitical uncertainty. The study analyzes the behavior of major
indices, including the PFTS and S&P 500, and explores investor sentiment during this crisis. Notably, while the S&P
500 experienced an initial drop, it rebounded as investors perceived a buying opportunity, reflecting resilience in
more diversified markets. In contrast, the Ukrainian market faced severe disruptions, prompting regulatory responses
and measures to restore confidence. The paper also considers gold’s reaction as a safe-haven asset, emphasizing
its role in mitigating risks amid heightened geopolitical tensions. The findings underline the complexities of market
dynamics during crises and the varying impacts on domestic and international investors.
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Lls cTatTa gocnimkye peakuito Ta agantauito )OHA0BMX PUHKIB Y BiANOBIAb HA NOBHOMACLUTAOHE BTOPrHEHHS B
YkpaiHy B ntotoMy 2022 poky. B po60Ti npoaHanizoBaHO peakLito YKpaiHCbKOro hOHA0BOr0 PUHKY Ta Hacnigku no-
LI, NigKpecnoyn 3HauHe 3HWKEHHS 06CATIB TOPTiBAI Ta LiH Ha akLii Yyepes reononiTMyHy HeBM3HayeHicTb. PoboTa
aHasi3ye peakL,ito OCHOBHMX iHAEKCIB, BK/ItoUaroum MNOTC Ta S&P 500, a Takox aHasli3ye HaCTpiii iHBECTOPIB Mig Yac
uiei kpu3wn. o npuknagy, xoua S&P 500 3a3HaB N04aTKOBOrO NafiHHSA, BiH BiJHOBMBCS, OCKi/IbKM IHBECTOPW CMpPWii-
HAN LIK0 CUTYALLIK0 K MOXJ/IMBICTb 4151 KyMiBAi, WO BiZoOpaxae CTIKICTb y BifibLu ANBEPCURIKOBAHUX PUHKAX. Y TOl
€ yac yKpaiHCbKUIA PUHOK 3ITKHYBCS 3 CEPNO3HMMU BUK/IMKAMMU, WO CMOHYKao A0 PErynsTopHMX Bignosigen i 3a-
XOLiB A/151 BiAHOBNEHHS f0Bipy. CTaTTA TakoX PO3r/ifLae peakLito 30/10Ta ik 3aX1CHOro akTuBY, NiAKPECoKUY 1oro
PO/ib Y NMOM'AKLLIEHHI PU3KMKIB HA T/i NiABULLEHNX reonoMiITUYHUX HANPYXeHb. Pe3ynstatu NigKpecioTb CKIaLHICTb
[LNHAMIKX Ta BOJIOTU/IBHOCTI PUHKY Mif, Yyac KpU3 Ta iX BNAMB Ha BHYTPILLHIX Ta MXHapOAHMX iHBeCTOpiB. OCHOBHO
METOI0 € came aHasli3 peakuii YOHAO0BUX PUHKIB HA NOBHOMAaCLUTabHe BTOPrHEHHS Ha NpUKNagi TakmMx iHAeKCIB sK
S&P500 Ta MPTC, BogHOYAC faHe NUTaHHS 36epirae CBOK aKTyaslbHICTb, apKe aHaui3 No4ibHUX PUHKOBKX peakLili
Ha rnobasibHi CBITOBI KPM30BI NOA(T € HEOOXiAHMM 4719 NO6YA0BM PO3YMIHHS MOBEIHKM IHBECTOPIB B NOAIOHNX CLie-
Hapisx. OCHOBHi MeTOAM AOCNIMKEHHS Lie CNOCTEPEXEHHS, NOPIBHAHHA Ta aHasiz. OTpUMaHi pesynbTati BKasyoTb
Ha Te, WO ro6anbHa peakuis Ha npuknagi iHaekcy S&P500 Ha noBHOMacLUTabHE BTOPrHEHHS Gyna cnpuiiHsaTa
iHO3eMHMMM IHBECTOPaMM SIK MOX/IMBICTb [/151 KyNiBAi, Xoua i1 cnocTepirasiock A0BO/ CEP03HE MigBULLEHHS PUHKO-
BOi BOIOTW/IBHOCTI, L0 3a3BMYaii € CBIAYEHHAM PUHKOBOI HEBM3HAYEHOCTI. 3 MPAKTUYHOI TOUKM 30pYy CTaTTS TaKOX
po3rnsAae NoBegiHKy OCHOBHOMO 3aXVCHOTO akTUBY, SIKMIA LLIMPOKO PO3MOBCIOMKEHWIA cepes, IHBECTOPIB 3 Byb-KOro
KYTOUKY NiaHeTu, a came 30/10T0. CTaTTs BKOTPE NiAKPEC/HE LiHHICTb Ta e(DEKTUBHICTb AHOr0 aKTBY B KPU30BUX
cuTyauisix. Ha npuknagi noBeaiHku 30/10Ta My MOXEMO CrocTepirati MATTEBY peakLito. 3a Aekinbka AHiB nicas no-
BHOMaCLUTABHOro BTOPrHEHHS LiiHa aKkTVBY 3poc/ia Ha 8%, L0 € CYTTEBUM NOKA3HUKOM.

KntouoBi cnoBa: hoHaoBuit puHok, S&P500, M®TC, 3axXnCHi akTUBHK, iHBECTHLI.

Staging problems. The stock market plays and development. The importance of the stock
a crucial role in any country’s economy. It is a market in Ukraine has become even more
barometer of its financial health and provides pronounced in recent years as the country
a mechanism for raising capital to fuel growth faces significant economic challenges due to
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ongoing geopolitical instability. The full-scale
invasion in 2022 has created unprecedented
turbulence in the national economy, pushing
policymakers to reassess the stock market’s role
in stabilizing the economy and attracting external
capital.

Historically, stock markets are sensitive
to global events, and Ukraine’s market is no
exception. Global indices, like the S&P 500,
reacted to the invasion with an initial drop, only
to recover within the same trading session.
This reflects a broader market trend where
uncertainty often triggers a short-term sell-off,
followed by a rally as investors seize buying
opportunities. Such behavior underscores the
potential for Ukraine’s stock market to attract
foreign investors even during times of crisis,
provided the right market conditions are in place.

To fully capitalize on this potential, Ukraine
must focus on stabilizing its stock market and
fostering an environment conducive to long-term
growth. This includes addressing issues like
the limited availability of high-quality securities,
creating a robust pricing mechanism, and
enhancing market transparency. Additionally,
aligning Ukraine’s stock market with international
standards and promoting greater integration with
global financial markets is critical for attracting
domestic and foreign investment.

This study analyzes the Ukrainian stock
market’s response to external shocks, such as
the ongoing war, and explores strategies for
its integration into global markets. Focusing on
organizational and economic factors, this work
aims to identify key measures to stabilize and
develop the stock market, ensuring that it plays a
central role in Ukraine’s economic recovery and
future growth.

Analysis of the Ilatest research and
publications. The reaction of stock markets to
crises, particularly geopolitical ones, has been
studied extensively. Research shows that political
instability drives volatility and capital outflows
from stock markets, especially in emerging
economies. Chuang and Lee suggest that
investor behavior during periods of uncertainty
reflects a risk-off approach, leading to significant
declines in trading volumes and market liquidity
[11]. Similarly, P. H. Hsu noted that during
periods of heightened geopolitical tension,
stock markets tend to suffer sharp declines
in investor confidence, resulting in decreased
investments [6].

Research on Ukraine’s stock market during
the annexation of Crimea in 2014 shows
parallels to the current situation. W.J. O’Neil

posits that governments should intervene in
markets to stabilize them during national crises
[12]. However, as U. Motorniuk argues, market
infrastructure must be resilient and adaptable
for these measures to be effective [10]. The
Ukrainian market has historically been minor
and vulnerable to external shocks, with limited
diversification in traded stocks, exacerbating the
effects of geopolitical events.

Highlighting previously unresolved
parts of the general problem. Despite the
considerable research on stock market reactions
to geopolitical events, several unresolved
aspects remain, especially concerning the full-
scale invasion of Ukraine. Some of these include:

— Investor Behavior in Prolonged Conflict
Scenarios: An area that requires further
exploration is how investor behavior evolves
during prolonged conflicts. While initial reactions
to crises are well-documented, the shifts in
investor sentiment, risk tolerance, and asset
allocation throughout an extended war remain
under-researched.

— Technological and economic sanctions
affect markets: Economic sanctions and
restrictions on technology sectors have become
critical tools during the war in Ukraine, but the
stock market implications of these sanctions,
especially in sectors like tech and energy, are
still not fully understood. The complex interaction
between sanctions, stock performance, and
investor confidence requires further study.

Formulation of the Goals of the Article.
This work aims to explore the impact of the
ongoing war in Ukraine on the country's stock
market and to analyze how external factors,
particularly geopolitical tensions, influence
investor behavior in both Ukrainian and global
markets. The specific objectives of the research
are as follows:

— Examine the immediate effects of the full-
scale invasion on the Ukrainian stock market,
focusing on trading volumes, price fluctuations,
and investor sentiment.

— Analyze the resilience and adaptability of
the Ukrainian stock market infrastructure during
the conflict, including regulatory responses and
government initiatives aimed at stabilizing the
market.

— Investigate the reaction of major global
indices, such as the S&P 500, to the geopolitical
crisis, identifying patterns of investor behavior
and market recovery following initial declines.

— Assess the performance of gold as a
safe-haven asset during periods of heightened
uncertainty, analyzing its price movements
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in response to the war and its role in investor
portfolio strategies.

Presentation of the main material of
the research. The war in Ukraine has led to
severe disruptions in the country’s stock market.
Trading volumes decreased dramatically in the
initial weeks of the conflict as both domestic
and foreign investors adopted a wait-and-see
approach. Stock prices plummeted, and market
liquidity shrank due to widespread uncertainty
about the war’s outcome and impact on the
national economy. The Ukrainian Exchange
and PFTS, the two leading stock exchanges
in Ukraine, witnessed drastic declines in the
value of their indices. Investor sentiment was
particularly pessimistic in the early stages of the
war, with many investors pulling out of the market
or reducing their exposure to Ukrainian assets.
According to C. Bourne, this behavior is typical
in crises, where investors prioritize security and
liquidity over higher returns [2]. We can see that
while comparing PFTS trading volumes before
and after full-scale invasion in Figure 1.

As we can see, investor reaction declined
before the full-scale invasion in February 2022.
There was already colossal tension, and trading
volumes were extremely low on the last day
before the invasion. After 24.02.2022, PFTS was
not functioning, resulting in zero trading volume.
The fresh data shows that trading volume is
almost twice as high as the month before the
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invasion and multiple times higher than the
same day in the past years, indicating growth in
investors’ interest and activity.

Despite the challenges posed by the war,
the Ukrainian stock market has demonstrated
some adaptability. Government and regulatory
authorities have taken steps to stabilize the
market by maintaining transparency and ensuring
the smooth operation of market infrastructure.
For instance, the National Securities and Stock
Market Commission of Ukraine has been working
closely with international regulators to ensure
that the market remains functional despite
challenging conditions. G. Abuselidze noted
that international cooperation and regulatory
coordination are essential for emerging markets
to withstand external shocks [4].

Moreover, the government has implemented
measures to encourage local investment and
boost market liquidity. In particular, efforts
have been made to attract foreign investors to
Ukraine by offering tax incentives and improving
the overall business climate. P.H. Hsu suggests
that such initiatives can help to restore investor
confidence and attract capital inflows, which are
crucial for economic recovery [6].

The global stock market response to
the war was notably less severe. The S&P
500 experienced an initial drop in price due to
global fears of broader geopolitical instability
and economic uncertainty. As seen in

02.10.2020 02.10.2022 24.01.2022 23.02.2022 24.02.2022 02.10.2024

PFTS Trading volume

Figure 1. PFTS trading volumes from 02.10.2020 to 02.10.20224, UAH
Source: Data — PFTS'’s official website [7]
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Figure 2, the S&P 500 fell 2.5% on the day
following the invasion, creating a visible gap
between the market close and open prices.

However, the index quickly rebounded,
recovering nearly 3% by the end of the
trading day. This swift recovery suggests that
global investors viewed the price drop as an
opportunity to buy. Unlike Ukraine’'s domestic
market, the S&P 500’s reaction was tempered
by the broader diversification of its constituent
companies, which have limited exposure to
the direct consequences of the war. The U.S.
economy's relative stability and strong corporate
earnings further buffered the index against more
significant losses.

On the other hand, Gold, traditionally
considered a safe-haven asset, reacted
in a manner consistent with its reputation
for protecting investors during geopolitical
uncertainty. As illustrated in Figure 3, the price
of gold showed volatility immediately after
the invasion but quickly stabilized, eventually
reaching new highs by early March 2024.

As seen in Figure 3, gold prices showed
huge initial volatility on the day of the invasion,
with a dip to around $1,880 as the day low
(DL). However, the day closed relatively stable,
above $1,900, while the day high (DH) was
around $1,980. This initial fluctuation reflects the
market’s cautious sentiment as investors sought
refuge in gold.
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As the situation evolved, the price of gold
surged notably by 01.03.2024, with the opening
price rising sharply and continuing to increase
throughout the trading session. By this time, the
demand for gold as a protective asset became
more pronounced, as evidenced by an upward
shiftin the day-high (DH) and day-low levels. This
reaction is typical during periods of heightened
geopolitical risk, where investors seek to hedge
against instability in other financial markets.

By 08.03.2024, the upward trend solidified
further, with gold’s opening price exceeding
$2,010 and the closing price nearing $2,060.
This sustained rise in gold prices underscores
the role of metal as a preferred investment during
crises. The consistent growth of gold throughout
this period highlights its function as a reliable
store of value, especially in times of widespread
uncertainty. Investors worldwide turned to gold to
mitigate risks associated with volatility in equities
and other financial assets, reinforcing its status
as a safe asset in global markets.

The resilience of Ukraine’s stock market can
be partly attributed to its infrastructure and the
regulatory framework supporting it. The National
Securities and Stock Market Commission of
Ukraine made critical adjustments, such as
modifying trading hours and introducing new
reporting requirements to maintain transparency.
These steps were vital in keeping the market
functional during times of crisis, as highlighted by

$4 384,64
$4 288,69 $4 298,38
$4 155,77
24.02.2022 25.02.2022

Market close

Figure 2. S&P500 price range from 22.02.2022 to 25.02.2022
Source: Data — S&P500(SPX) chart [8], created by the author
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Figure 3. Gold prices range from 24.02.2022 to 08.02.2022
Source: data — Gold chart (XAUUSD) [13], created by the author

G. Abuselidze, who underscores the importance
of regulatory flexibility in such situations [3].

Efforts to attract both domestic and foreign
investors have been ongoing. The government
introduced tax incentives and improved the
business climate to boost market liquidity
and rebuild investor confidence. Despite the
challenging environment, these initiatives are
beginning to yield positive results, as foreign
investors are cautiously returning, attracted by
lower valuations and potentially high-risk, high-
reward opportunities [9]. However, substantial
challenges remain, especially regarding
infrastructure damage and economic uncertainty
caused by the ongoing war.

Conclusions. The development of the
Ukrainian stock market, in the context of national
economic stabilization and war conditions,
requires a multidimensional approach. To attract
foreign investors, activating the local market and
solving existing issues, such as the shortage of
securities with solid investment characteristics,
is essential. Increasing the number of domestic
investors will strengthen the internal market,
creating a foundation for future growth. Moreover,
developing a mechanism for circulating foreign
securities in Ukraine will create new opportunities
for international investment.

In addition, a more transparent and adequate
pricing mechanism for securities is necessary to

mitigate foreign investors' risks when entering
the Ukrainian market. As seen in global markets,
geopolitical events can cause initial volatility,
as demonstrated by the S&P 500’s reaction
to the full-scale invasion of Ukraine. While the
market experienced a noticeable initial drop,
investor sentiment quickly shifted, resulting in
a positive recovery. This highlights that well-
timed, proactive measures can convert initial
uncertainty into opportunities for growth, a
principle that the Ukrainian market can leverage.

Regarding safe assets, assets like gold —
often seen as a global safe haven during times
of uncertainty — can play a role in hedging
against geopolitical risks. By integrating
international standards and providing diverse
investment instruments, including safer assets,
the Ukrainian stock market can attract domestic
and international institutional investors, further
increasing portfolio investments.

Furthermore, modernizing Ukraine’s stock
market infrastructure to align with international
standards will enhance market transparency and
liquidity [5]. Increased internal demand for new
financial instruments, such as foreign securities,
can stimulate market liquidity and stabilize the
investment landscape.

Thus, the path forward involves creating
a robust integration mechanism to link the
Ukrainian market with global financial markets.
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This includes adapting international standards, effectively attract foreign investors and promote
strengthening  the  cooperation between the active participation of domestic enterprises
market regulators, and ensuring informational on the global stage, securing its place in a rapidly
transparency. By doing so, Ukraine can evolving global financial environment.
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