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Abstract

COVID-19 is not just a health crisis but affects every economic sector worldwide. To analyse the impact of
COVID-19 on the financial performance of the top 40 JSE-listed companies in South Africa to determine the
industries most negatively impacted by COVID-19. There is limited evidence-based research on the impact of
COVID-19 on the financial performance of JSE-listed companies using performance measures other than the
share price. This study used a mixed-method research approach. A content analysis was performed on the
quantitative and qualitative information extracted from the annual financial reports of the top 40 JSE-listed
companies. Results revealed that the telecommunications, industrials and consumer goods industries reported the
worst deterioration in their financial ratios. The results reported by the telecommunications industry were startling
because it was anticipated that this industry would benefit from the pandemic given the increase in demand for
network services during the pandemic. This study focused on determining which industry was the most negatively
impacted by COVID-19 using empirical research. The results will inform government and policymakers regarding
which industries require more financial and other support on their road to recovery post-COVID-19 since the
South African government's support is to be based on equity and inclusive growth which is concerned with
allocating resources and opportunities among different groups with different circumstances to reach an equal
outcome for all.
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1. INTRODUCTION

COVID-19, lockdown and social distancing are some of the terms that we have become accustomed to and are
forming part of our daily vocabulary worldwide. Since the outbreak of COVID-19 in December 2019, its impact
has been witnessed to be beyond mortality and morbidity (McKibbin & Fernando, 2020). The outbreak rapidly
changed from being a health emergency into an economic crisis because of the measures taken to contain the
virus. These measures include the mandatory closure of non-essential businesses, lockdown regulations and travel
bans being implemented by numerous countries around the world, resulting in the disruption of economic
activities (Chen & Yeh, 2021). This disruption was further confirmed by evidence from the global stock (or share)
markets, where the pandemic caused the markets to fall sharply because investors were faced with uncertainty
regarding the uncertain economic effects brought about by COVID-19 (A¢ikgdz & Giinay, 2020). It became clear
that a solution was necessary to address the economic crisis.

According to a study by Phan and Narayan (2020), many countries across the globe supplied stimulus packages
to cushion the slowdown in economic activity brought about by the pandemic. Other relief measures implemented
by governments worldwide include providing support packages to citizens and businesses in the form of tax relief
and rent reductions (A¢ikgdz & Giinay, 2020). The International Monetary Fund (IMF) made available one trillion
U.S. dollars of its lending capacity to assist countries in distress and committed to replenishing the Catastrophe
Containment and Relief Trust to help developing countries (IMF, 2020a). The IMF's attention on developing
countries is because of globalisation where developing countries depend on developed countries. Therefore, there
was an expectation that there would be spillover effects of the economic crisis on emerging and developing
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countries (Ozili, 2020). This expectation was confirmed by a study by Acikgdz & Giinay (2020), where it was
seen that emerging economies' net portfolio flows and the value of their currencies against the dollar saw a
significant drop since the start of 2020.

The purpose of this study is to analyse the impact of the COVID-19 pandemic on the financial performance of
companies within a developing country context by making an industry comparison regarding which industries
were impacted the most by the pandemic. This was done through the exploration of the phenomena within a South
African JSE-listed company context. South Africa is considered to be an intermediate power in international
affairs and it maintains significant regional influence on the African continent (Ogunnubi & Amao, 2016). This
industry comparison could prove valuable, since it provides evidence-based research to governments and
policymakers in terms of which industries were affected more than others to provide guidelines as to which
industries require more financial and other support on their road to recovery post-COVID-19. Due to limited
resources, the industries the pandemic most negatively impacts should receive priority when resources and other
support measures are allocated to assist with the recovery plan for those companies in distress.

2. LITERATURE REVIEW
2.1. The South African economy

South Africa was not spared from this economic crisis, as evidenced by projections by the IMF, where it was
projected that the South African economy was expected to decrease by 8% in 2020 (IMF, 2020b). The closure of
many businesses in South Africa resulted in an increase in the unemployment rate from 38% to 57% for people
who are conventionally classified as unemployed, between March and April of 2020 (Ranchod & Daniels, 2020).
The response of the South African Government to address the challenges resulting from COVID-19 was the
announcement of the support and economic relief fund of R500billion on 21 April 2020 (De Villiers ef al., 2020),
in the form of tax relief, credit guarantees, and direct financial support (Bhorat et al., 2020). The South African
Government further announced an economic reconstruction and recovery plan, the purpose of which is to stimulate
equitable and inclusive growth (National Government, 2020), which is concerned with allocating resources and
opportunities among different groups with different circumstances to reach an equal outcome for all (namely based
on equity).

It was expected that different industries would respond differently to the effects of the COVID-19 pandemic. The
industries expected to be least affected by the pandemic are business sectors that benefit from social restrictions,
such as the telecommunications industry. This is because many people were expected to work from home,
demanding network services, online shopping and utilising web-based entertainment (Seetharaman, 2020).
Similarly, the health sector, due to the expected increase in demand for healthcare, masks, hand sanitisers and
other related products, was expected to see benefits from this pandemic (Devi et al., 2020). The entertainment
industry (other than web-based entertainment) and tourism-based industries, such as hotels, were estimated to be
severely affected due to their closure and travel restrictions (Rababah ef al., 2020:163). The next section outlines
the analytical framework, which includes what this study operationalises as financial performance as well as key
financial metrics to be employed to measure financial performance.

2.2. Analytical framework

Operationalising financial performance metrics

A company's financial performance is the way in which one can measure how effectively a company has utilised
its assets to generate profit (Peters & Bagshaw, 2014; Schutte & Buys, 2011). Empirical studies have primarily
employed market-based and accounting-based measures to determine the financial performance of companies
(Wasara & Ganda, 2019). Market-based measures include Tobin's Q and the Sharpe ratios, while accounting-
based measures include financial ratios (Wasara & Ganda, 2019). Financial performance analysis in the form of
ratio analysis provides a holistic perspective of the company's performance (Gunay & Ecer, 2020) and was
adopted for this study as a financial performance metric.

Key financial performance metrics

The adoption of ratio analysis as a financial performance metric implies that there is a wide range of financial
ratios to consider, some of which may not be relevant key financial ratios to be used as a financial performance
metric for this study. Devi et al. (2020) analysed the impact of the COVID-19 pandemic on the financial
performance of companies listed on the Indonesian Stock Exchange. The key ratios used in that study were the
liquidity ratio (current ratio), solvency ratio (debt-equity ratio), return on assets and return on equity ratio. The
study found that the profitability and activity ratios differed significantly before and during the pandemic for listed
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companies (Devi ef al., 2020). The study also noted that some sectors (property, real estate, construction, finance
and investment) saw a deterioration in the liquidity and profitability ratios, while other sectors (consumer goods)
saw an improvement in the liquidity and profitability ratios.

In another study by Nguyen (2022), the effect of the COVID-19 pandemic on the financial performance of
logistics companies listed on the Vietnam Stock Exchange was conducted. That study used the current ratio, debt-
equity ratio, return on assets, return on equity and return on sales ratios as financial performance metrics. The
study found that the financial performance of the logistics companies listed on the Vietnam Stock Exchange has
not improved. The return on assets, leverage and the receivable turnover ratios decreased, attributed to the
disruption in the supply chain, where export activity and international transportation were negatively impacted
(Nguyen, 2022).

The importance of cash flow during a crisis was emphasised in a study conducted by Song ef al. (2021), where
the impact of COVID-19 on the restaurant industry in the United States was conducted. The study noted that the
cashflow of a company is a good predictor of the company's ability to react to COVID-19 and may be an indication
that the company has the capacity to endure the shock (Song ef al., 2021:4). The results from the study showed
that companies with more cash are likely to tolerate the COVID-19 pandemic period by funding themselves (Song
et al., 2021:6). In a study by Gunay and Ecer (2020), it was found that the inclusion of cashflow-based ratios with
traditional ratios provides an accurate picture of the financial performance and position of a company. Cashflow
ratios are also used to assess ongoing company strength (Deo, 2016).

Based on the literature review conducted on similar studies, the current ratio, debt-equity ratio, return on assets,
return on equity and cashflow ratios seemed appropriate for this study and were adopted to measure financial
performance. The next section outlines the methodology applied to conduct this study.

3. METHODOLOGY
3.1. Research design

The research design for this study is a mixed-method research design. According to Johnson et al. (2007), mixed-
method research is defined as a type of research whereby the researcher uses a combination of qualitative and
quantitative research methods, techniques, concepts or languages in conducting the research. This study used
financial ratio computations and analysis as a quantitative research method. The interpretation of the ratios as well
as the content analysis of annual reports, constitute qualitative procedures in data collection and analysis.

3.2. Financial ratios

This study employed accounting-based measures (ratio analysis) as a financial performance metric because of the
credibility and reliability of data emanating from audited financial statements, and market forces do not affect
accounting-based measures.

The selection of the appropriate ratios to use for this study was based on literature, where similar studies were
identified through literature (Deo, 2016; Devi et al., 2020; Mirza et al., 2020; Nguyen, 2022; Song et al., 2021).
Table 1 provides a summary of the financial ratios that were used as metrics to measure the financial performance
of the top 40 JSE-listed companies for this study.

Table 1: Financial ratio formulae

Ratio Measurement
Current Current asset + current liabilities
Debt-equity Total debt + total equity

Return on assets  Profit after tax + total assets

Return on equity  Profit after tax + total equity

Cash flow Cash flows from operations + total assets
Source: Correia, 2019

3.3. Population and sampling

The population for this study consisted of companies listed on the JSE. The JSE is divided into ten industries:
financials, consumer services, oil and gas, industrials, basic materials, consumer goods, healthcare,
telecommunications, technology and utilities (Listcorp, 2021). Although the sample contains only 40 out of an
estimated 400 shares listed on the JSE, it is a representation of over 80% of the total market capitalisation of all
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companies listed on the JSE (S.A. Shares, 2021).
3.4. Data collection

The study acknowledges that the top 40 JSE-listed companies have different financial year-ends, resulting in the
COVID-19 pandemic affecting companies to varying degrees. For instance, lockdown measures were
implemented on 26 March 2020, and therefore, a company with a February 2020 year-end would not have been
affected by the COVID-19 pandemic, unlike a company with a March 2020 year-end (affected a few days), June
2020 year-end (affected three months), August 2020 year-end (affected five months), September 2020 year-end
(affected six months) and a December 2020 year-end (affected nine months). To cater for this, the top 40 JSE-
listed companies were grouped according to financial year-ends and were classified as either group A companies
or group B companies. Group A companies are those companies that have a February or March financial year-
end, and the year 2021 is their pandemic year, while group B companies are those companies that have a financial
year-end other than February or March, and the year 2020 is their pandemic year. Information gathered on the top
40 JSE-listed companies indicated that 19 companies have a December year-end (representing four industries),
12 have a June year-end (representing five industries), six companies have a March year-end (representing five
industries), and three companies have February, August and September year-ends (each representing one
industry).

The annual financial statements for the last four years covering the one period of the pandemic (referred to as the
pandemic year) and the preceding three years were collected and analysed. Three years' worth of financial
information preceding the pandemic year was used to determine the average ratio results of the three years prior
to the pandemic year to get an overall picture of the financial performance of the companies over the last three
years before the pandemic. The resulting average was compared to the pandemic year to determine the change in
the financial ratios. The four years' worth of available financial reports comprised the annual financial reports of
the top 40 JSE-listed companies for the 2017, 2018, 2019, and 2020 financial year-ends (Group B), as well as the
2018, 2019, 2020 and 2021 financial year-ends (Group A).

3.5 Data analysis

Ratio analysis: Quantitative

Five financial ratios, as depicted in Table 1, were used for this study. The ratios were calculated by applying the
formulas described in Table 1. The resultant 2020 (Group B) and 2021 (Group A) pandemic year ratios were
compared to the average for Group A and Group B to establish how the ratios have changed for each of the top
40 JSE-listed companies.

Content analysis: Qualitative

Content analysis is a systematic method that categorises the content of the text (Steenkamp & Northcott, 2008).
Content analysis involves coding quantitative and qualitative information into categories so that themes in
presentation and information reporting may be derived (Peters & Bagshaw, 2014). The basic coding process can
be defined as the organisation of large quantities of text into fewer content categories (Hsieh & Shannon, 2005).
Categories are derived from the analysis of the patterns or themes in the text, after which relationships among
categories are identified (Hsieh & Shannon, 2005).

The descriptive information contained in the annual financial statements was analysed. The use of the word
COVID-19 was highlighted and allocated a number, for instance, COV1, COV2, COV3 and so forth. The
highlighted COVID-19 text was summarised and put next to its related COV number and thereafter categorised
into themes. For instance, any description or explanation that describes or explains how COVID-19 has affected
a company's revenue was categorised under the profitability theme. Similarly, any explanation or description
relating to how COVID-19 has affected the current liabilities, such as trade payables, was categorised under the
liquidity theme. The categorised themes were matched to the financial ratios calculated to corroborate the change
in the ratio that is attributed to COVID-19.

4. RESULTS AND DISCUSSION
The findings and discussion from this study are presented in two sections, as described in Table 2 below. Section

1 represents Group A companies, which were exposed to COVID-19 for 12 months, and section 2, which is Group
B companies, which had been exposed to COVID-19 for less than 12 months.
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Table 2: Layout of the section discussions

Section Cohort Description

Section 1.1 Group A Findings and discussion for February year-end companies
Section 1.2 Group A Findings and discussion for March year-end companies
Section 2.1 Group B Findings and discussion for June year-end companies
Section 2.2 Group B Findings and discussion for August year-end companies
Section 2.3 Group B Findings and discussion for September year-end companies
Section 2.4 Group B Findings and discussion for December year-end companies
Section 3 All Summary of results from section 1.1 to section 2.4

Source: Self-constructed

Section 1.1: Companies with February year-end

There was only one company from the sample with a February year-end and this company trades in the financial
industry. This company was exposed to COVID-19 for twelve months since the year 2021 is referred to as its
pandemic year. Table 3 depicts the change in the financial ratios for C1 which is the only company from the
sample with a February year-end. This company reported a deterioration in the return on assets and return on
equity ratio (Table 3). The company also reported a deterioration in the current ratio as well as the debt-equity
ratio. The cashflow ratio improved slightly (Table 3). The results from this study are consistent with the literature,
where it was found that the pandemic put the banking system around the world under stress (Demirgiig-Kunt et
al., 2021). In another study, by Devi ef al., (2020), it was found that the liquidity and profitability ratio decreased
for the finance industry during the COVID-19 pandemic.

Table 3: Financial industry change in the financial ratios: February year-end

Company Industry Current Debt-equity Return on assets Return on equity Operating cashflow
ratio ratio ratio ratio ratio
Cl1 Financials  -0.02 0.43 -2% -8% 0.06

Source: Researcher's synthesis of field data

Section 1.2: Companies with March year-end

1.2.1 Results discussion

Table 4 depicts the change in the financial ratios for companies with a March year-end. There were six companies
from the sample with a March year-end, representing five different industries (see Table 4). These companies
were exposed to COVID-19 for twelve months since 2021 is their pandemic year. Table 5 groups companies in
the same industry and depicts the average change in the ratio per industry.

Table 4: Change in the financial ratios for all the March year-end companies

Company Industry Current Debt-equity Return on Return on Operating
ratio ratio assets ratio equity ratio cashflow ratio

C4 Telecommunications  -0.65 0.61 -5% 0% 0.16

C6 Consumer goods -0.28 0.26 -2% -3% 0.02

C2 Technology -3.5 0.08 3% 4% 0.01

C7 Financials 0.13 0 28% 28% 0

C3 Technology -2.93 -0.02 -7% -9% 0

C5 Consumer services -0.02 -1.33 7% 55% 0.08

Source: Researcher's synthesis of field data

Table 5: Average change in the ratio per industry: March year-end

Current Debt-equity Return on assets Return on equity Operating cashflow
Industry . X . . .

ratio ratio ratio ratio ratio
Financials 0.13 0 28% 28% 0
Telecommunications  -0.65 0.61 -5% 0% 0.16
Consumer goods -0.28 0.26 -2% -3% 0.02
Technology -3.21 0.03 -2% -2% 0
Consumer services -0.02 -1.33 7% 55% 0.08

Source: Researcher's synthesis of field data

Technology industry

The results from the ratio analysis indicate that the technology industry reported a deterioration in the current
ratio, debt-equity ratio, return on assets and return on equity ratios (see Table 5). The content analysis revealed
that the current ratio for the companies deteriorated due to the significant impairments being recognised on the
companies' short-term investments as well as inventory allowance calculations that considered the effects of
COVID-19. The findings from this study support a study by Afridi et al. (2021), where the study found that lower
customer buying behaviour brought about by the pandemic resulted in the lowering of inventory valuation due to

88



Proceedings of the 20" Asian Academic Accounting Association (FourAd) Annual Conference 2023
26-28 November 2023, Khon Kaen, Thailand

a lack of shipping and supply.

On average, the return on asset and return on equity ratio declined for these companies, which came as a surprise
given the COVID-19 environment that resulted in an increase in demand for technology services. The content
analysis performed revealed that there are only two companies trading within this industry, namely a subsidiary
and its parent company. The subsidiary company reported an increase in the return on asset and return on equity
ratio because the pandemic has accelerated activity in the consumer internet space, benefiting these companies.
The results are consistent with what was found in a study by Urazbaeva et al. (2020), where the study found that
the COVID-19 pandemic was a positive shock for companies in the information and communications technology
(ICT) sector (Urazbaeva et al., 2020). The consolidated results, however, are not consistent with what was
anticipated for this industry.

Telecommunications industry

On average, the telecommunications industry reported a deterioration in the current ratio, debt-equity ratio and
return on assets ratio (see Table 5). There was no change in the return to equity ratio, while an improvement was
noted in the cashflow ratio (see Table 5). The content analysis performed revealed that the outbreak of COVID-
19 significantly increased the demand for broadband at home, thereby resulting in an increase in sales volumes.
The results from this study support what was anticipated from the literature review where the COVID-19
pandemic was a worthwhile shock for companies in the ICT sector (Urazbaeva et al., 2020). Although there was
an increase in demand for technology services, the overall profitability declined for this company due to a prior
year's once-off gain as well as the increase in COVID-19 related provisions. The deterioration in the debt-equity
ratio is attributable to increases in borrowings to fund their capital projects, which are unrelated to COVID-19.

Financials industry

The financials industry reported an improvement in all the financial ratios under consideration (see Table 5). The
company representing this industry is an investment company that specialises in acquiring holdings in listed and
unlisted companies. Despite the COVID-19 pandemic, the company's portfolio companies have been able to
operate and develop during 2020 following the same solid trajectories of 2018 and 2019.

Consumer goods industry

The consumer goods industry reported a deterioration in the current ratio, debt-to-equity ratio, return on assets
and return on equity ratios (see Table 5). The content analysis performed revealed that due to the closure of
logistics centres, points of sale, manufacturing sites, and the halt in international tourism resulting from the
pandemic, sales contracted significantly, affecting the profitability and liquidity ratios. The company trading in
this industry is a provider of prestigious jewellery. The results from this study are not consistent with what was
found by Pang et al. (2021), where the sales of luxury products such as leather and jewellery were found to have
increased significantly.

Consumer services industry

This industry reported a deterioration in the current ratio, while the solvency ratio, return on asset, return on equity
and cashflow ratio reported an improvement (see Table 5). The company operating in this industry is a provider
of entertainment and streaming services. The results from this study are consistent with what was found by
Urazbaeva et al. (2020), where it was found that the pandemic presented great opportunities for companies in
certain industries like online shopping, online communication and web-based entertainment. The deterioration in
the current ratio is attributable to COVID-19, which has resulted in large, expected credit losses being recognised.

Table 6: Summary of industries with the worst change in the financial ratios: March year-end
Current ratio  Debt-equity ratio Return on assets ratio Return on equity ratio  Operating cashflow ratio
Technology Telecommunications  Telecommunications Consumer goods Financials
Source: Researcher's synthesis of field data

1.2.2 Overall worst performing industry(s)

Table 6 depicts the industries reporting the worst deterioration in the financial ratios for March year-end
companies. The telecommunications industry is the most negatively impacted by the COVID-19 pandemic for
March year-end companies. This is because it is the industry that reported the most (two out of five) deterioration
in the financial ratios under consideration (see Table 6). Although there was no industry that reported a
deterioration in the cashflow ratio, the financials industry is listed as the one with the worst-performing cashflow
ratio, because it reported the lowest increase in the operating cashflow ratio.
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Section 2.1: Companies with June year-end

2.1.1 Results discussion

Table 7 depicts the change in the financial ratios for companies with a June year-end. There were 12 companies
from the sample with a June year-end, representing five different industries (see Table 7). These companies were
exposed to COVID-19 for three months since the year 2020 is their pandemic year. Table 8 groups companies in
the same industry and depicts the average change in the ratio per industry.

Table 7: Change in the financial ratios for all the June year-end companies

Company Industry Current Debt-equity  Return on Return on Operating
ratio ratio assets ratio equity ratio cashflow ratio

C19 Industrials -0.02 1.14 -7% -15% -0.04

C17 Healthcare 0.62 0.33 -7% -8% -0.03

Cl12 Basic materials  -0.47 1.19 -22% -63% -0.02

Cl1 Basic materials  -0.37 0 -7% -10% -0.02

C8 Basic materials  -0.64 0.12 2% 5% -0.01

C9 Financials 0.04 -0.77 -1% -12% 0

C18 Basic materials  1.48 -0.03 2% 2% 0.01

Cl4 Consumer -0.13 0.31 -5% -11% 0.02
services

Cl6 Financials -0.25 0.57 -3% -14% 0.03

C15 Consumer 0.08 1.89 -4% -1% 0.07
services

C10 Basic materials  0.94 -0.11 26% 39% 0.12

Cl13 Basic materials  -2.67 0.09 9% 28% 0.16

Source: Researcher's synthesis of field data

Table 8: Average change in the ratio per industry: June year-end

I Current Debt-equity Return on assets Return on equity Operating cashflow
ndustry . X . . .
ratio ratio ratio ratio ratio
Industrials -0.02 1.14 -7% -15% -0.04
Healthcare 0.62 0.33 -7% -8% -0.03
Consumer -0.03 1.1 -5% -13% 0.05
services
Financials 0.11 -0.1 2% -13% 0.02
Basic materials -0.29 0.21 2% 0% 0.04

Source: Researcher's synthesis of field data

Basic materials industry

On average, the basic materials industry reported a deterioration in the current ratio and debt-equity ratio. There
was an improvement in the return on assets and cashflow ratio. The return on equity ratio remained unchanged
(see Table 8). The deterioration in the current ratio is because of unfavourable movement in the prices of basic
materials within the first few months since the start of the pandemic. The content analysis revealed that the global
economy witnessed a shock in demand as a result of COVID-19 that initially caused commodity prices to be
lower, mainly in energy products. In addition, the decision taken by Russia and Saudi Arabia to not reduce the
production of oil, thereby creating excess supply, negatively affected oil prices (Jowitt, 2020). This led to a
decrease in sales, resulting in decreases in receivables and cash. Steadily, the global prices of basic materials
began to rise, resulting in improved profit numbers being recorded by those companies operating in this industry.
The decrease in production volumes was offset by the significant rise in global prices, thereby resulting in an
increase in profitability ratios.

Healthcare industry

The healthcare industry reported a deterioration in the solvency, return on assets, return on equity and cashflow
ratio. There was an improvement in the current ratio. There is one company trading within this industry and both
the return on assets and the return on equity ratios declined. COVID-19 negatively impacted the demand for some
of the company's products because the company provides products to be used for elective surgeries and these have
been postponed because of COVID-19. Although other products provided by the company (commercial
pharmaceuticals) resulted in increased demand, the overall performance declined. The findings from this study
are contrary to the findings from the study by Urazbaeva et al. (2020), where it was concluded that the pandemic
was a positive shock for the medicines sector as well as the finding from Devi et al. (2020), where the health
sector saw profit from the sale of masks, sanitisers, soaps and so forth.
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Industrials industry

The industrials industry reported a deterioration in all the ratios under consideration (see Table 8). There is one
company trading within this industry and revenues were significantly impacted due to lost trading caused by the
implementation of lockdown measures. Expenses were significantly higher than in prior periods, which include
direct COVID-19-related operating costs such as retrenchment and restructuring costs, funds established to
support employees, as well as additional provisions raised on debtors' expected credit losses. The debt-equity ratio
decreased due to additional funding obtained by the company to keep operations running. This finding supports
what was found by the IMF (2020b) that some companies finance their operations by obtaining additional debt
during the pandemic.

Consumer services

The consumer services industry reported a deterioration in all four ratios under consideration, except for the
cashflow ratio, which has improved. The effect of the COVID-19 pandemic had a significant impact on companies'
trading performance, as most of the retail stores were not able to trade during the lockdown. The results from this
study partially support the findings from a study by Panzone et al. (2021), where the study found that some
retailers, such as supermarkets, benefitted from the disruption caused by COVID-19, where a substantial increase
in sales was witnessed, while others such as restaurants witnessed significant losses in revenues. This study
supports the finding that non-food retailers (such as clothing retailers) experienced decreases in sales because of
the COVID-19 pandemic. Some companies in this industry reported a deterioration in the debt-equity ratio. The
disclosure contained in the annual financial statement did not attribute the increase in the debt-equity ratio to the
COVID-19 pandemic, but rather to the increase in lease liabilities and other non-COVID-19-related provisions.

Financial industry

On average, the financials industry saw a deterioration in the return on assets and return on equity ratio. The
disclosure provided by these companies attributes the deterioration in the ratios to the COVID-19 pandemic. Many
of the financial service providers had significant increases in the provision made for expected credit losses. The
expected credit losses charged to the income statement (which affects profitability) included the effects of
COVID-19 that caused unemployment and increased default. Other financial service providers saw significant
increases in insurance claims because of retrenchments, life cover claims, death claims and so forth. The finding
from this study supports what was found in a study by Hladika (2021), where the study found that COVID-19
resulted in an increase in expected credit losses in certain banks in Croatia and the banking sector in Croatia
witnessed a decrease in profitability because higher levels of provisions were raised for non-performing loans as
well as lower levels of revenues (Hladika, 2021). On average, the financials industry reported an improvement in
the current ratio, debt-equity ratio and cashflow ratio.

Table 9: Summary of industries with the worst change in the financial ratios: June year-end

Current ratio Debt-equity ratio Return on assets Return on equity Operating cashflow
ratio ratio ratio
Basic materials Industrials Industrials Industrials Industrials

Source: Researcher's synthesis of field data

2.1.2 Overall worst performing industry(s)

Table 9 depicts the industries reporting the worst deterioration in the financial ratios for June year-end companies.
The industrials industry is the most negatively impacted by the COVID-19 pandemic for June year-end companies.
This is because it is the industry that reported the most (four out of five) deterioration in the financial ratios under
consideration (Table 9).

Section 2.2: Companies with August year-end

There was only one company from the sample with an August year-end and this company trades in the consumer
services industry and in particular the pharmaceutical and health sector. This company was exposed to COVID-
19 for five months. Table 10 depicts the change in the financial ratios for C20 which is the only company from
the sample with an August year-end. This company reported a deterioration in four ratios, except for the return on
equity ratio (see Table 10), which reported a minor improvement. The deterioration in the ratios was attributable
to lower sales because of COVID-19. The company incurred additional COVID-19-related expenditure, such as
hygiene and deep cleaning costs, personal protective equipment and consumables, data and transport costs. The
results from this study are contrary to what was anticipated from the literature review, where a study by Urazbaeva
et al. (2020:162) found that the medicines sector experienced an increase in demand for medical services.
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Table 10: Consumer services industry change in the financial ratios: August year-end

Company Year- Current Debt-equity Return on assets Return on equity Operating cashflow
end ratio ratio ratio ratio ratio
C20 August -0.03 0.2 -1% 1% -0.04

Source: Researcher's synthesis of field data

Section 2.3: Companies with September year-end

There was only one company from the sample with a September year-end and this company trades in the consumer
services industry and specifically in the clothing retail sector. This company was exposed to COVID-19 for six
months. Table 11 depicts the change in the financial ratios for C21 which is the only company from the sample
with a September year-end. This company reported a deterioration in the debt-equity ratio, return on assets and
return on equity ratio (Table 11). The current ratio and the cashflow ratio improved (Table 11). The findings from
this study are consistent with the study by Pang et al. (2021), where it was found that most offline retailers faced
difficulties where sales of clothing-centred products declined during the pandemic.

Table 11: Consumer services industry change in the financial ratios: September year-end
Company Year-end Current Debt-equity Return on assets Return on equity Operating cashflow
ratio ratio ratio ratio ratio
C21 September  0.04 0.27 -6% -11% 0.07

Source: Researcher's synthesis of field data

Section 2.4: Companies with December year-end

2.4.1: Results discussion

Table 12 depicts the change in the financial ratios for companies with a December year-end. There were 19
companies from the sample with a December year-end, representing four different industries (see Table 12). These
companies were exposed to COVID-19 for nine months since the year 2020 is their pandemic year. Table 13
groups companies in the same industry and depicts the average change in the ratio per industry.

Table 12: Change in the financial ratios for all the December year-end companies

Company Industry Current Debt-equity  Return on Return on Operating cashflow
ratio ratio assets ratio equity ratio ratio
C37 Basic materials -0.96 -0.17 0% 1% 0.06
C36 Financials -0.91 0.84 2% -10% 0.1
C32 Financials -0.39 1.25 -1% -13% -0.01
Cc27 Financials -0.35 1.03 -1% -9% 0
C25 Basic materials -0.03 0.1 -3% -4% -0.03
C35 Financials -0.02 1.15 -1% -7% 0
C24 Basic materials 0 0.52 -5% -16% -0.05
C23 Consumer goods 0.09 -0.06 -7% -16% 0.02
C26 Basic materials 0.1 -0.02 12% 22% -0.02
C22 Consumer goods 0.15 -0.14 -3% -10% -0.01
C30 Basic materials 0.38 -0.04 -3% -6% -0.02
C31 Telecommunication 0.4 0.29 3% 9% 0.06
C39 Financials 0.43 1.71 -3% -34% 0.01
C40 Financials 0.51 0.33 -3% -5% -0.01
C34 Basic materials 0.74 -0.16 11% 22% 0.06
C33 Basic materials 0.95 -0.01 13% 25% 0.08
C29 Basic materials 1.11 -0.05 10% 12% 0.1
C28 Basic materials 1.56 -1.39 4% 12% 0.14
C38 Financials 66.09 -7.15 0% -11% 0.01

Source: Researcher's synthesis of field data

Table 13: Average change in the ratio per industry: December year-end

Industry Current Debt-equity Return on assets Return on equity Operating cashflow
ratio ratio ratio ratio ratio

Consumer goods 0.12 -0.1 -5% -13% 0

Telecommunications 0.4 0.29 3% 9% 0.06

Financials 9.3 -0.12 -1% -13% 0.01

Basic materials 0.42 -0.14 4% 7% 0.03

Source: Researcher's synthesis of field data
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Basic materials industry

On average, the basic materials industry reported an improvement in all the financial ratios under consideration
(see Table 13). The decrease in sales volumes resulting from COVID-19 was offset by the significant rise in global
prices of commodities and many companies in this sector saw an increase in their profitability ratios. This finding
confirms the findings from the study conducted by Jowitt (2020), where it was found that not all metal prices were
negatively impacted by COVID-19. During 2020, the world witnessed an increase in the price of gold and
palladium (Jowitt, 2020). On average, the impact of COVID-19 on the liquidity ratio of companies within the
basic materials industry was positive. The decrease in production levels caused by the pandemic was offset by the
favourable changes in global commodity prices, supported by macro- and market sentiments such as favourable
foreign exchange movements. Most companies trading in the basic materials industry were in a positive net cash
position at the start of the pandemic year, and some companies reduced cash outflow by temporarily trimming
certain capital growth projects. This has resulted in an insignificant cashflow ratio deterioration.

Consumer goods

On average, the consumer goods industry reported a deterioration in the return on assets and return on equity ratio.
The current ratio and debt-equity ratio improved, while the cashflow ratio remains unchanged (see Table 13). This
industry is made up of companies that are suppliers of beverages and tobacco. The overall results in 2020 were
significantly impacted by the disruption caused by the pandemic. Volumes and revenue declined due to lockdown
measures being implemented. The results from this study support what was found by Adi and Daryanto (2021:10).
The study found that there was a decline in the company's profitability ratio (return on asset and return on equity)
for companies operating within the beverage industry in Indonesia. Another study by Wijayanto and Seno (2021),
where the impact of the financial performance of companies between different sectors in Indonesia was compared,
the study found that the financial performance of the household, cosmetics, food, beverages and tobacco sectors
in Indonesia decreased during the COVID-19 pandemic.

Financials industry

On average, the financials industry reported a deterioration in the return on assets and return on equity ratio. The
current ratio, debt-equity ratio and cashflow ratio improved. The results discussion for June year-end companies
(section 2.1.1) in relation to the return on assets and return on equity ratio equally applies to the December year-
end companies. See section 2.1.1 for a detailed discussion on the return on assets and return on equity ratios for
companies trading in the financial industry.

Telecommunications industry

The telecommunications industry reported an improvement in the financial ratios under consideration, except for
the debt-equity ratio, where it deteriorated (see Table 13). The company delivered a strong performance
strengthened by solid commercial and operational execution. The company also quickly adapted to the situation
brought about by COVID-19 by accelerating its digital strategy in response to the COVID-19 pandemic. This
supports Seetharaman (2020), where it was found that the business sectors such as telecommunications would be
least negatively affected by COVID-19.

Table 14: Summary of industries with the worst change in the financial ratios: December year-end

Current ratio  Debt-equity ratio Return on assets ratio Return on equity ratio Operating cashflow ratio
Consumer Telecommunications Consumer goods Consumer goods Consumer
goods goods

Source: Researcher's synthesis of field data

2.4.2 Overall worst performing industry(s)

Table 14 depicts the industries reporting the worst deterioration in the financial ratios for December year-end
companies. The consumer goods industry is the most negatively impacted by the COVID-19 pandemic for
December year-end companies. This is because the industry reported the most (four out of five) deterioration in
the financial ratios under consideration (Table 14). Although there was no industry that reported a deterioration
in the current ratio and the cashflow ratio, the consumer goods industry is listed as the worst performing for the
current ratio and the cashflow ratio because it is the industry that reported the lowest increase in those ratios.
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Section 3: Summary of results

Table 15: Summary of worst worst-performing industry

Year-end Current Debt-equity ratio Return on assets Return on equity = Operating
ratio ratio ratio cashflow ratio

March Technology Telecommunications ~ Telecommunications Consumer goods Financials

June Basic Industrials Industrials Industrials Industrials
materials

December  Consumer Telecommunications  Consumer goods Consumer goods Consumer
goods goods

Source: Researcher's synthesis field data

Table 15 depicts the summary of results indicating the worst-performing industry for March, June and December
year-end companies. This study revealed that the industries reporting the worst deterioration in their financial
ratios are the telecommunications (for March year-end companies), industrials (for June year-end companies) and
consumer goods (for December year-end companies).

Telecommunications industry

The results from this study are contrary to what was anticipated from the literature review. There was an
expectation that the telecommunications industry would perform well given the environment brought about by
the COVID-19 pandemic. The implementation of lockdown regulations to contain the spread of the virus created
opportunities for certain industries and there was an anticipation that the telecommunications industry would
benefit from the pandemic. Lockdown measures implemented resulted in many people working or studying from
home and this resulted in an increase in demand for network services, online shopping and utilising web-based
entertainment (Seetharaman, 2020). The impact of COVID-19 on the telecommunications industry was both
positive (due to the increase in demand for network services) and negative because of large impairments in
investments, higher COVID-19-related bad debt provisions, and inventory allowances caused by COVID-19.

Industrials industry

The results from the industrials industry are in line with what was anticipated from the literature review. Industries
that provide non-essential goods or services were anticipated to be negatively impacted by COVID-19 (Urazbaeva
et al., 2020). The companies in this industry are providers of non-essential goods and services and their
performance was significantly impacted by the trading loss because of the implementation of COVID-19
lockdown regulations.

Consumer goods industry

The results for the consumer goods industry are consistent with literature where the financial performance of
companies trading in the cosmetics, household, food, beverages and tobacco industries deteriorated (Wijayanto
and Seno, 2021). Volumes and revenues for the industrials industry declined due to closures of logistics centres
and points of sales resulting from the implementation of lockdown measures.

5. CONCLUSION ON RESULTS

Conclusion 1: The survival of a company during a pandemic is dependent on the resilience and resources of the
company

The study revealed that although COVID-19 negatively impacted the financial performance of companies, as
evidenced by the deterioration in the financial ratios, some companies did not report significant deterioration in
their financial ratios and in some cases, improvements were reported attributable to the financial strength of the
companies. For March year-end companies, Table 4 reveals that no industry reported a deterioration in the
cashflow ratio. The cashflow ratio either remained unchanged or an improvement was noted. Table 5 reveals that
the financials and the consumer services companies reported an improvement in the profitability ratios. For June
year-end companies, the basic materials reported an improvement in the profitability ratios (see Table 8), while
the rest of the industries reported a deterioration in the ratios. The healthcare and the financials industry reported
an improvement in the current ratio. For December year-end companies, all the companies reported an
improvement in the current ratios and the operating cashflow ratio. The telecommunications and the basic
materials reported an improvement in the profitability ratios.

Conclusion 2: Industries most negatively impacted by COVID-19

The industries most negatively impacted by the pandemic are the telecommunications industry (March year-end
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companies), industrials industry (June year-end companies) and consumer goods industry (December year-end
companies). The negative impact of COVID-19 (such as the increase in COVID-19-related provisions) on the
telecommunications industry as well as other factors (such as prior year once-off gains) outweighed the positive
impacts derived from the COVID-19 pandemic, resulting in an overall deterioration in financial performance.
The implementation of lockdown regulations to contain the spread of the COVID-19 virus led to a decrease in
demand for goods and services and this resulted in a decrease in sales volumes for the consumer goods industry
and the industrials industry.

6. RECOMMENDATIONS

The telecommunications industry reported results that are contrary to what was anticipated to happen. In addition,
some industries reported improvements in the ratio, while others reported deterioration in the ratios. Based on
these findings, the study recommends that the Government and policymakers should adopt a case-by-case
approach when it comes to distributive justice. This is because a certain industry might be the most negatively
impacted by COVID-19; however, companies trading in that industry could survive the pandemic given their
financial resources. This is crucial because the government has limited financial resources. In contrast, an industry
might be the best-performing industry, but there could be other companies within the same industry that might
not perform well. The support from the government and policymakers should be company-specific and not
necessarily industry specific. This will ensure distributive justice is achieved.

The current ratio was a problem for the consumer goods, basic materials and technology industries. Likewise,
profitability ratios were a problem for the industrial, telecommunications and consumer goods industries. The
deterioration in the profitability ratios was a result of the decrease in demand for goods and services because of
the pandemic. Given the limited resources of the South African Government, this study should provide insight to
the government and policymakers to assist them in determining the scope and type of support to companies most
impacted by the pandemic. The distributive justice principles that Government should adopt should be one of
equality, proportionality and fairness. The results from the study are also valuable for providing information to
various stakeholders, such as analysts, regulators, the government, shareholders and so forth who have an interest
in the performance of JSE-listed companies.
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