TABLE OF CONTENTS

Chapter Page
1. INTRODUCTION . .. . e e e e e e e e e e e e 1
1.1 Seasonality in Stock Returns . .. .......... ... ... ... ... . .... 1
1.2 Implication on the Efficient Market Hypothesis . . ... ............. 2
1.3 Literature Review . . . ... ... .. . .. e 4
1.4 Objectiveof Study . . . . ... ... e 9
1.5 Organisationof Study . ........ ... .. .. . . . . ... 10

2. THE KUALA LUMPUR STOCK EXCHANGE .................. 11
2.1 Historical Development . . ... ...... ... .. . . ... 11
2.2 Typesof Securities . . ... ... ... it 11
2.3 SizeoftheMarket . . . ... ... ... ... 12
2.4 Regulatory Developments . . ... ......... ... ..., 12
2.5 KLSE Reforms and Developments . . ........................ 13
2.6 KLSESecondBoard .............. ... .. . . . . .. ... 15
2.7 Listing Requirements for KLSE .. .......................... 16
27.1 MainBoard . ... ... ... ... 16

272 Second Board . . . ... .. ... 17

3. DATA AND METHODOLOGY . ... ......... ... .. ... 18
3.1 Data . ... 18
3.1.1 Selectionof Data . .. .......... ... .. . . ...t 18

3.1.2 Sourceof Data . . ....... ... .. .. .. .. 19

3.2 Research Modelof Stock Returns . . ......................... 20
3.3 Statistical Test . .. ... ... ... 20
3.3.1 Parametric Tests . . . . ... ... ... .. e 21
Oneway ANOVA . ... ... . . . i 22

Bartlett's Test . .. ... ... ... .. . . . . ... 22

Tukey Test . . ... .. 24

3.3.2 Non-Parametric Tests . ................. ... .. v..... 24

iii



4.

EMPIRICAL RESULTS AND DISCUSSION

.................... 27
4.1 Analysisof Data . .. ... ... ... ... ... 27
4.2 Daily Mean Return Distribution . . . ... ...................... 28
4.3  Cross Country COmpariSon . . . . . . ... ... o, 32
4.4 Results of Oneway ANOVA . . ... . ... ... . ... . . .. 33
4.5 Resultsof t-Test . ... ... ... 35
4.6 Results of Kruskal-Wallis Test . . ... ........................ 35
5. SUMMARY AND CONCLUSION . .. ... i 38
5.1 Restatement of Objectiveof Study . . .. ....... ... ... ........... 38
5.2 Conclusion Reached on the Existence of Day of the Week Seasonality 38
5.3 Conclusion Reached on the Pattern of the Seasonality . ............. 39
5.4 Possible Explanations of Day-of-the-Week Effect . . . . ... .......... 41
Settlement Effect . . . .. ... ... .. .. ... 41
Information Effect . . .. ..... ... .. .. . 42
" Trading Pattern of Individual and Institutional Investors . ... ........ 42
Measurement Errors . . . ... .. ... ... 42
5.5 Implication of Study Findings . ............................ 43
BIBLIOGRAPHY . . . . . . . 44
APPENDICES . . . . . . e 46

iv

PERPUSTAKAAN UNIVERSITI MAL AYA



LIST OF APPENDICES

Appendix Page
1 Second Board Companies Selected for
the Study and Their Market Capitalisation . .................... 46
2 Capital Changes and Dividend Payout of
the 31 Selected Second Board Companies . . .................... 47



LIST OF TABLES

‘able Page
4.1 Summary Statistics of Mean Returns of 31 Second
Board Stocks by Day-of-the-Week . ... ...................... 28
4.2 Summary Statistics of Mean Returns of Second Board
Index and Composite Index by Day-of-the-Week ... .............. 32
4.3 Average Returns on Some Countries' Common Stock
Indices by Day-of-the-Week . ........... ... . ... ... ...... 33

4.4 Results of Oneway ANOVA and Tukey Test for Day-of-the-Week
Effect of 31 Second Board Stocks and 2 Indices . . ... ............. 36

4.5 Result of Kruskal-Wallis and Bartlett's Tests for Day-of-the-Week
Effect of 31 Second Board Stocks and 2 Indices . . ... ............. 37

vi



