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CHAPTER 3

EMPIRICAL EVIDENCE FOR CALENDAR ANOMALIES

3.1  Findings from the Kolmogorov-Smirnov Test and Levene’s Test

Table 1 presents the results of the Kolmogorov-Smirnov test and Levene’s test
for 30 finance stocks over the whole period of January 1992 to June 1999. The result
of the Kolmogorov-Smimov Z-Statistics indicates that the null hypothesis, that the
returns of the stocks overall are distributed normally, is rejected at the 5%
significance level. Thus, we can conclude that the daily returns in the sample are
non-normally distributed. This means the assumption of the Parametric tests is not
satisfied and the data should be subjected to a Nonparametric test.

The result of the Levene’s test shows that for 27 of the 30 stocks (90%) the
null hypothesis of equal variances is not rejected at the 5% significance level. The
result indicates that the majority of stocks have equal variances. With this
assumption, the results which are given by a parametric test such as the One-way

ANOVA can be considered valid and reliable.
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Table 1: Results of Kolmogorov-Smirnov Test and Levene's Test For Mean Returns For Whole Period

Kolmogorav-Smirnov Test Levene's
Monda Tuesda Wednesda Thursda Frida Test
5 OMPA
1|HANCOCK 3.503 3.106 3.751 3.329 3.599 0.980
2|AMANAH 2.591 2.865 2.358 3.005 2.853 0.852
3{MBSB 2.383 3.320 2.7689 2.038 2.573 1.218
4|APEX 2,280 2.378 2.088 2.435 1.841 0.188
S5|K'HALL 2.724 2.481 2.259 3.722 2.850 0.582
6|IDRIS 2.518 3.370 2.374 3.012 3.053 1.872
7|MBF HLDG 2.711 2.982 2.650 1.882 2.758 2.652"*
8|MBA 3.288 2.835 3.324 3.616 3.793 1.535
OIKAF 2.524 3.100 2.753 3,249 3.397 2.438**
10|MALPAC 2.080 2,872 3.095 2.248 2.996 1.028
11]OMEGA 1.820 2.691 2.401 2.353 2.688 1.702
12|P'GLOBAL 2.137 2.648 2832 2.874 2925 1.245
13|P'KALE 3.023 3.478 2.988 2.660 2.334 0,133
14|PENGCAP 2837 3.214 1.737 2.861 2.268 0,685
15|MGIC 1.898 2.297 1.856 2.225 2.542 1,442
AR OMPA
1|MAYBANK 2,265 2.521 2,084 2.238 1.797 0,798
2|COMMERZ 3.444 2.654 3.247 1.916 2.392 0.941
3|PeB 2.732 2.937 3.407 2,779 3.5368 0.497
4|AMMB 2.948 2.324 2.082 1.517 1.990 0.545
5|S. BANK 2.528 2.180 1.928 2.349 2.687 2.805°**
8]TA 2.931 2.087 2.484 2.598 2.777 0.748
7|HL CRED. 2.401 2.413 2.501 2.102 2,488 1,358
8|AFFIN 3.012 2.248 1.993 2.038 2,630 0,625
9|RHB 3.119 2.180 2.640 4,415 2,680 1,068
10|PACIFIC 2.811 3.085 2.657 2473 3.6820 0.621
11|BHL 3.222 3.680 3.131 3.733 3.987 0.752
12|{OSK 2.736 2,256 2.418 2.951 2.527 0.840
13|HH BANK 2.837 2.793 2.844 2.168 2,548 2.115
14| MAA 3,209 2.191 2.526 2.190 2,986 1,843
15|MBF CAP 2.706 2.825 2.578 2.214 2,078 1.808

Note: (1) Z statistics of Kolmogorov-Smirnov Test are all significant at 5% level of significance
(2) For Levene's test, *** represents 1% significance level
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3.2  Analysis On The Day-Of-The-Week Effect
3.2.1 Empirical Finding For The Day-Of-The-Week Effect For Whole Period

Table 2 contains descriptive statistics for the daily mean returns throughout a
week. The charts presented in Figure 1 and Figure 2 refer to the daily mean returns
for each stock in small and large companies, respectively. It is clearly seen that
majority of stocks have negative mean returns on Monday: there are 11 stocks (73%)
from small companies and 10 stocks (67%) from large companies.

From the results, the majority of stocks show positive mean returns on
Wednesday and Friday. For small companies, 87% (13 stocks) of them have positive
mean returns on Wednesday and all have positive mean returns on Friday. However
for large companies, all stocks show positive returns on Wednesday and Friday
except for one with negative returns on Wednesday and another on Friday. In
general, the mean returns of stocks across the days of the week are clearly divided
into two categories: low returns on Monday and Tuesday, high returns on Wednesday
through Friday.

The various statistical results for entire sample period are summarized in
Table 3. The significant t-statistics obtained for the overall period indicate that the
mean returns are significantly different from zero on a given day. In general, about
50% of stocks show significant mean returns on Monday, Wednesday and Friday.
However, only 3 stocks and 5 stocks indicate significant mean returns on Tuesday
and Thursday, respectively.

Out of 15 stocks in small companies, 40% (6 stocks) had significantly

negative returns on Monday, whilst 13% (2 stocks) had significantly positive returns.
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About 33% (5 stocks) of small companies had significantly positive returns on
Wednesday and all stocks except one had significantly positive returns on Friday.
Less than 30% of small companies show significant returns either positive or negative
on Tuesday and Thursday.

Among the 15 large companies, 20% (3 stocks) had significantly negative
returns on Monday, whilst only one had significantly positive mean return. 33% of
large companies show Wednesday returns are significantly positive and 86% (13
stocks) of them had significantly positive Friday returns. The majority of the large
companies do not show a Tuesday effect or a Thursday effect.

The result implies that the Monday effect, Wednesday effect and Friday effect
exist in the entire period. Evidently it can be concluded that the small companies
have larger proportion showing Monday effect and Friday effect compared to large
companies.

The F-statistics for one-way ANOVA in Table 3 are sufficient to confirm that
at least one of the day’s mean return differs significantly from another day’s mean
return in certain stocks, primarily from the small companies. The result revealed that
about 10 stocks (67%) from small companies indicate the day-of-the-week effect,
whilst only 5 stocks (31%) from the large company have similar results.

The Tukey’s test is performed as further analysis to identify which day’s mean
return differs significantly from another day’s mean returns. The result obtained from
the Tukey’s test for the overall period is presented in Table 3. We can deduce that
Monday’s return differs significantly from Friday’s return for the majority of the

stocks. Out of 15 small companies, 53% (8 stocks) indicate Monday’s return differs
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from Friday’s return, while only 33% (5 stocks) from large companies give similar
result. Nevertheless, the result also shows that Friday’s return differs from
Tuesday’s, Wednesday’s and Thursday’s returns for certain stocks.

We can therefore summarize that Friday returns are higher than Monday
returns for all stocks. In particular, small companies tend to have higher returns on
Friday and lower returns on Monday.

If a stock is found not to satisfy the assumption of homoscedasticity, the stock
will be further subjected to the Kruskal-Wallis test. As discussed in the previous part,
there are three stocks which have violated the assumption of homoscedasticity. From
the result reported in Table 3, at least one of the day’s return differs significantly from
another day’s return for these 3 stocks.

In general, results obtained for overall period of 1992 to June 1999 confirmed
that there is the day-of-the-week effect occurring in the Malaysian stock market,
particularly on Finance stocks. From the result, it is obvious that among the negative
mean returns on Monday, small companies have larger negative mean return as
compared with large companies. In addition, the mean returns for small companies
tend to show higher positive returns on Friday compared with large companies.
Hence, there is an evidence of firm size effect on the mean returns of stocks across

the day-of-the-week.
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Figure 1: Mean Returns Across Day-Of-The Week Of Small Companies
January 1992 to June 1999
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Figure 2: Mcan Returns Across Day-Of-The Week Of Large Companies

Stock: MAYBANK

nints

(U F 2]

DGR g
L OAN) g o aou)

A
Monday Wedneaday Friday
Tuseday Thursday

Stock: AMMB

nan
{1 N

(LR 1)
(UK BTN

R ]

Monday Wednestay Friclay
Tussday Thauraday

Stock: HL CRED.

) e by e e e e T )
Monday Wednesday Friday
Tueaday Thureday

Stock: PACIFIC

Mornkday Wednesday Friday
Tussdey Thvareday

January 1992 to June 1999

Stock: COMMERZ

0.0
o8 [RAL)
0.4 - L6N8")
03
0.2 W) w2
0

" 446

*. [eRIMS

o
(L A4y

0.1

W)

Wadneada!

Monday y
Tuesday Thursday

Stock: S BANK

nand
T ]

[TEA Y by
v e oy
g A

e
LT

Mondsy Wedneadsy Friday
Tusaday Thureday

Stock: AFFIN

1

-k 8

(UL b

% MRS

0.4 e R ——
Monday Wednesday Friday
Tueaday Thursday
Stock: BHL
[}
o9
0.4
a0y
% 0.2 {1 hoRy k)
FUSITRT ]
P4
o WA
.2
g e S —
Monday Wednesday Friday
Tueaday Thursday
Stock: MAA

*hk k% % represent significance level of 1%, 5% and 10%, respectively.

Monday Wednesday Friday
Tueeday Thursday

o8 [LEENY
0.8

0.4 Q@

v MAENTIE
e
[

-0.2
0.4

Stock: PBB

a2
L 20620y

LAY
nolG !
PR s bl

Monday Wadnesday Friday

Tuesday Thursday
Stock: TA

1
0.8
0.8
g 0.4

[T @ KK

. 0.2 (R 1)

Monday Wedneeday Friday
Tueaday Thuredsy

Stock: RHB

@ 2044

IE 1l
18 YE 1 A2

(ETARE
1 - 0 i)

ay
Tuseday Thursday

Stock: OSK

(R84
0.6 0. 3.0

Monday Wednesdsy Friday
Tuesday Thursdsy

Stock: MBF CAP

Hhh
[ AL 0

5]
) M)

0
{

Tuesday Thursday



Chapter 3: Empirical Evidence For Calendar Anomalies Page 38

3.1.2 Empirical Finding For The Day-Of-The-Week Effect For The Sub-

Period: Jan 1992 to Dec 1993

The descriptive statistics of the mean returns for all stocks in the first sub-
period are summarized in Table 4. Overall views of the mean returns for both small
and large companies are presented in Figure 3 and Figure 4, respectively. In general,
we deduced that the majority of stocks indicate daily positive returns during the
period of 1992 to 1993.

Only a minority of stocks have negative mean returns on Monday, both from
small and large companies. From the result, 10 stocks (33%) out of 30 stocks have
negative mean returns on Monday, whilst all stocks show positive mean returns on
Thursday and Friday. 13 stocks (43%) show negative mean returns on Tuesday,
whilst 90% of stocks have positive mean returns on Wednesday. It is interesting to
note further that, among the negative mean retums for all stocks, mean returns on
Tuesday indicate larger negative returns as compared with the mean returns on
Monday.

In particular, the result shows that 10 stocks (about 33%), namely 3 stocks
from small companies and another 5 stocks from large companies, indicate negative
returns on Monday, whilst the remaining stocks indicate positive returns on that day.
This result is in contradiction with the findings in the overall period analysis in which
the majority of the stocks indicate negative mean returns on Monday.

In this sub-period 1992 to 1993, all stocks excluding two from small

companies and one from large companies, indicate a strong positive mean returns on
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Wednesday through Friday. In fact, certain stocks show all positive mean returns
across the day-of-the-week.

However, these results cannot be firmly deduced without statistical evidence.
The statistical results obtained for all stocks during the first sub-period from January
1992 to December 1993 are presented in Table 5. From the f-statistics results, there
are no stocks showing significant negative returns on Monday. In fact, 33% (5
stocks) of small companies and 27% (4 stocks) of large companies show significant
positive mean returns on Monday. In general, we deduce that the Monday effect is
not persistent in this period as compared with the overall period. This phenomendn
can be explained because of the good market performance in the KLSE during the
period of year 1992 through 1993.

In general, the majority of stocks, both from small and large companies,
indicate significant positive mean returns on Wednesday through Friday. For small
companies, 67% (10 stocks) of them show positive mean returns on Wednesday, 53%
(8 stocks) have positive mean returns on Thursday and 80% (12 stocks) have positive
mean returns on Friday.

As compared with small companies, out of 15 stocks in large companies 53%
(8 stocks) have positive Wednesday returns, 47% (7 stocks) have positive Thursday
returns and 73% (11 stocks) have positive Friday returns. Hence, we deduce that
small companies have larger proportion showing positive returns from Wednesday
through Friday.

The Levene's test in Table 5 shows that the majority of stocks do not indicate

significant result as the null hypothesis of equal variance is not rejected. Only 5
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stocks from small companies and 3 stocks from large companies have unequal
variances in their daily returns. Thus, these stocks will be subjected to the Kruskal-
Wallis test for testing the difference among daily mean returns, The failure to reject
the null hypothesis of homogeneity for those stocks allows us to conduct the One-way
ANOVA F test for testing the equality of mean returns across days of the week

The F-statistics for one-way ANOVA in Table 5 obtained for the sub-period
from 1992 to 1993 is not sufficient to reject the null hypothesis that the daily mean
returns are significantly different. Only 4 stocks, namely 1 stock from small
companies and 3 stocks from large companies, indicate at least one day’s mean return
is significantly different from another day’s mean return. This can be further
confirmed by the Tukey’s test in Table 5 that Monday’s return differs significantly
from Tuesday’s, Wednesday’s and Friday's return.

In general, there is no strong day-of-the-week effect in the finance stocks
during the period of 1992 to 1993. Furthermore, certain stocks both from small and
large companies indicate all positive mean returns for five trading days and exhibited
no day-of-the-week effect. Thus, there is no evidence of a firm size effect on the

mean returns of stocks across the day-of-the-week during the period of 1992 to 1993.
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Figurc 3: Mean Returns Across Day-Of-The Week Of Small Companics
January 1992 to December 1993
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Figurc 4: Mean Returns ACross Day-Of-The Week Of Large Companies
January 1992 to December 1993
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3.1.3 Empirical Finding For The Day-Of-The-Week Effect For The Sub-Period

Jan 1994 to Dec 1996

Table 6 contains descriptive statistics for daily mean returns for each day of
the week during the period of 1994 to 1996, The graphs in Figures 5 and 6
summarize the mean returns for each stock for small and large companies,
respectively. In general, the majority of stocks exhibited negative Monday’s return
and positive Friday’s returns.

From the results, 80% (12 stocks) of small companies have negative returns
on Monday. About 67% (10 stocks) of them have negative Thursday returns. 93%
(14 stocks) of the small companies have positive returns on Wednesday and Friday.
For large companies, 80% (12 stocks) of them have negative Monday returns. 80%
(12 stocks) of stocks have positive Wednesday returns and 93% (14 stocks) of them
have positive Friday returns. Thus, it appears that in the stable market during the
period of 1994 to 1996, both small and large companies have same proportion
showing negative returns on Monday and positive returns on Friday.

The t-statistics that are obtained from the OLS estimation and other test
statistics results are presented in Table 7. From the ¢-statistics result, about 67% (10
stocks) of small companies have Monday returns significantly different from zero.
Among these stocks, 8 of them have negative Monday returns. Furthermore, 40% (6
stocks) of large companies indicate a similar result, in which the Monday returns are
significantly negative. The significant r-statistics for these' stocks confirm that the

Monday effect occurs during this period.
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The result prevailed that only a minority of stocks, which include both small
and large companies show mean returns that are significantly different from zero on
Tuesday, Wednesday and Thursday. Thus, we can deduce that there is no strong
Tuesday, Wednesday and Thursday effect for the stocks during the period of 1994 to
1996.

However, the majority of f-statistics for mean returns on Fridays exhibit
significant positive returns. About 73% (11 stocks) from small companies indicate a
strong Friday effect in which their mean returns are significantly greater than zero.
This is in contrast to the large companies, of which only about 33% (5 stocks) have
significant positive Friday returns. It appears that the Friday effect occurs more with
the small companies than with large companies.

From the Levene’s test result obtained for this period of 1994 to 1996, the
failure to reject the homogeneity in variances allows us to apply the one-way
ANOVA to test for the equality of mean returns across the days of the week. Hence,
the Kruskal-Wallis test need not be used to test for the rejection of equality of mean
returns. However, the result given by Kruskal-Wallis test is consistent with those
from the one-way ANOVA F test.

The F-statistics for one-way ANOVA in Table 7 further confirm that there are
14 stocks, namely 10 stocks from small companies and 4 stocks from large
companies, which indicate at least one pair of the mean difference between two
trading days is significantly different from zero. From the result, we can deduce that
small companies have larger proportion showing significance in their mean

differences between trading days as compared to the large companies,
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A further analysis by Tukey’s test shows that about 73% (11 stocks) of the
stocks indicate Friday’s retumn differs from Monday’s return. In addition, in certain
stocks the test also indicates that Monday’s return is significantly different from
Tuesday’s and Wednesday’s return.

In general, the mean returns of these stocks during the period of 1994 to 1996
show evidence of the day-of-the-week effect. Moreover, the day-of-the-week effect
is more obviously found in small companies as compared to large companies. As a

result, there is a firm size effect occuring during this period.

3.1.4 Empirical Finding For The Day-Of-The-Week Effect For The Sub-Period

Jan 1997 to Oct 1998

The descriptive statistics of daily mean returns for stocks in the sub-period
1997 to October 1998 are provided in Table 8. The graphical summary of the mean
returns for both small and large companies is presented in Figures 7 and 8,
respectively. In general, the majority of stocks, both from small and large companies,
indicate negative mean returns across the days of the week. About 67% (10 stocks)
of small companies and 73% (11 stocks) of large companies have negative returns on
Monday. Some stocks indicate negative mean returns from Monday through
Thursday, whilst certain stocks have negative returns for all five trading days. In
general, during the period of 1997 to October 1998, the majority of stocks indicate

larger negative Tuesday retums compared with the Monday returns.
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Figure 5: Mcan Returns ACross Day-Of-The Week Of Small Companies
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Figure 6: Mecan Returns Across Day-Of-The Weck Of Large Companics
January 1992 to December 1996
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From Figures 7 and 8, about 60% (9 stocks) of small companies and 53% (8
stocks) of large companies have positive mean returns on Friday, although the KLSE
market is in the declining trend during the period of 1997 to October 1998.

The various statistical results for the third sub-period from 1997 to October
1998 are summarized in Table 9. From t-statistics result, only 4 stocks from small
companies and 2 stocks from large companies indicate significant negative Monday
returns. About 53% (8 stocks) of small companies and 40% (6 stocks) of large
companies indicate significant negative Tuesday returns. Hence, we can deduce that
Tuesday returns generally have Jarger negative returns as compared to the Monday
returns. In particular, small companies have larger proportion of showing Tuesday
effect than large companies.

The mean returns on Wednesdays are not significantly different from zero for
the majority of stocks during the third sub-period. It is interesting to note further
from Table 9 that Thursday returns are not significantly different from zero for all
small companies. However, 50% of large companies indicate significant negative
Thursday returns.

In general, the majority of stocks do not indicate significant Friday effect
during the third sub-period. Only 5 stocks from small companies have significant
positive Friday returns, whilst none of large companies have significant positive
Friday returns. From the result, it gives clear evidence that Friday effect is not
occurring during the period of 1997 to October 1998.

From Table 9, insignificant Levene’s test results indicate that the null

hypothesis of equal variances is not rejected at 5% significance level. Thus the
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variances for daily returns are assumed to be equal. With this assumption, we may
use the one-way ANOVA F test for testing the difference of mean returns across the
days of the week.

The F-statistics for the one-way ANOVA are summarized in Table 9. The
result shows that all stocks except one has no significant mean difference between
any of the days given.

In conclusion, we can deduce that there is no day-of-the-week effect in daily
stock returns during the period of 1997 to October 1998, This result can be attributed
to the declining market in Malaysia caused by the Asian financial crisis that started in

the middle of July 1997.



Page 54

68t 5L izeas obo |8l %vS €S0 |18 75 90 |SL S06. (S0l0- UL Y V0 JeR|st
1454 8 187’8 2L'o 8 8LY'S gos o |98 ¥£8'9 9,00 18 WLy cey 0 |E8 ¥S¥L fragrg YYN|¥E
T z8 Ze6z ove0 |28 o 9550 |58 Slaz  9ec0 |48 wwye leza |ee YezE G0 V8 BH|EF
Vv 7] 700€ 100 |28 yozs jceve |98 vt Zico |18 B6C 1060 |e8 50T 8Bl 0 ¥SO(Th
iV z8 060 1el00 (28 Toc  iselo |98 66z S0 |18 Sevy iB2r0 |8 Te[c oo TE[r
Iy z8 S ARIE RG] OIBE feraT | Seoc el o |18 ©SoF [cor0- |68 oovy IS0 Si3iovalor
E=3 T Te5v  siio 6L Teey  vo1 o |8l o6zo 5680 |¥L wis ieiei |[& 558 15700 andle
ziv z8 S/09 ge00 |28 sovG i9ec0 |98 ¥oo5 v o (08 8109 TICH |68 769 750 TEETIL]
riv <8 irLE GlLl'o {28 748 4 yyi'0- |98 105 8a1'0- |[I8 IS51°C yoy'0- |E8 yeO't 610 ‘0380 HiL
iy z8 g9UE 050 [¢8 oL 90 |98 Yeer 19500 |'8 T T Sl Sec9 50 vile
v z8 R T £ TSez 1610 |98 Sloc  1zo |8 IR A AR gor 290 SNVE S|5
yi¥ <8 88’y 5010~ |28 180Y 160~ |88 £0Z°S 08’0 |18 98z’S o¢e’l- |E8 1ZL9 avl0 BNy |Y
iy z 005t jeec0 |28 et s 0 | % GZov  jcera  |F8 55gc (1080 |e8 500y [eeh O gad(c
oor 7} TZig 08ro |08 Tovy D50 (29 g2I5 800 |64 Tovs 699G 6L VI 1900 PAYE] ] 12
viv za Sy o080 |98 g0y csio |28 /5% B Ll Zis v800 |28 it 100 SNVEAVA]F |
dis0 e
553 ) ces9 .09 |99 8izL L0 |0l 1165 iBeil- |89 8159 |6950- |69 G655 (662 b DION|SH
3 oL Ze69 12900 |LL 68 (chEo |18 zze ro | w20 Ly |6l cz8 10590 IVOONId| "}
06¢ al 658G yZo'o- {LL L1108 €0l'0- |18 68s'L eSS0 LL RS9 oye 0 |BL S8C9 g9E’L~ FIVAG|E}
SoF o8 T8[5 560 |08 N A SovS 1la (08 Ze50 801 |8 7669 v e Va0 o[t
962 % oy - T yogg ioeeC |65 TarS 1100 |89 705 [8lZ0 |65 70gv  i€alo YOINO| it
F2=3 L wie i6iz0 (YL Toey iZi9C |8 SaLy b0 [0L 0055 FeL0 | oS 6560 VIO
Bo¥ 18 8605 980 (18 5795 o6z T |98 597 9660 6L eE  ser |8 Wee  {90Z0 IW[6
Vv e ooLe e o (28 Zi09 52y 0 |98 vosc a0 |18 vevy 1IOvi- €8 §09°Z {9080 VEn|s
3 p7 89 joEo | Seer 560 (08 LS 00 |8 tove  Ze00 (|8l Y086 [vS00 501 J8N|L
L34 z8 8SL'S eLL’0- |98 syo'8 =A%) ce F44 4 098’0~ (28 €956 1610~ |28 e6E'S .00 Sdail9
1454 <e SE0'e 6LL0 <8 6¥LE 0800 a8 62LC 1200 [R:] vivy ¥ |E8 ¥iL8'E 0100 TIVHMIS
(4% 4 <8 088'c ¥a.'0 8 808'E 1620 |98 alv'e Zyeo- |08 £¥972T 6590~ |8 (R8> 15T} X3dv|¥
145 4 8 998°C [=VkA ¢} 8 288t 1660 |98 VAS & 4 £8L°0- |I8 y98 26’1 |E8 ==k 4 2220 gsgnic
Zov o8 X LA T2 t96c 65.0 |c8 Y1 S (1510 |6l I[ie ree0 |18 2029 19800 VNV |2
1454 Z8 80T SEl’0 tA] 16LT trto |98 [ IXA 82EC- |18 18ST G150~ |EB $29¢C 6600 MOOONVH| L
d O i~
UCGeARSIO u i P : VSN P RS | UeeN | U ;| BS | UM Pmg § Ues TORS § UeoN
moL Tepud TepantlL KEpsaUpoM KEpsonL “Tepon

86190 93 L6 UeL PO

Td-qns 104 M99 24 1-30-A8d ?UL 55010y SUImjay eI\ AT JO SOUSIIEIS IADdLdSI( 8 2IqEL



Page 55

"A[eAnoadsal ‘%401 PUB %G ‘%[ JO [243] 20UBOGTUIS US4 “4y “sus

110G 950 L20'L vl 0 .SLyL- 1050 0£6°0- 9650 dvo J9W[S1
961y 8510 Z¥90 6910 €890 5010 6150 SEF O VW71
1128 0LL1 G6£ 0 800°| 9291 SItI- 2880 886 |- XNVE HH|EL
6922 910 8611 9520 SSE 1 6050 Z26 0 0LV 0 NS0zt
¥ZlZ ZeCL 6610 5810 wPE6 L 6880 ¥E0 1 8101~ JHE[LL
€012 6250 ££9°0 S/E0 ZS¥ - ierro- 2E0°L- 8911 21di0vd|01
0216 0L 8051 oy o LV L L6821 b0LL- 16900 aHu|6
SI10 ¥69°0 €611 1500 1750 Zizo ¥EL L~ 18V0 NI3dv|s
€621 g8¥ 0 Z67 L 98y O L¥102- 6LV O L98Z1- ivl90- ECRREIN
1969 VIO'L 5150 0680 010} 2600 WYL L. PSS 0 V1|9
ELLS 0090 et 89¥°0 9z 0 €290 1650 ¥l L MNvVE ‘S|s
g56'L 8501 €820 2820 185 1~ 6050 G922 10620 SNV ¥
YorE ver L 2090 Z260 LV 1 16€0 198}~ 19620~ gad|¢
0LL1 01£0 280'L Z€20 1620 9500 6960 1900 Z43WN0DI[Z
909°t 1¥60 LLF 0 wSSL L iZhE0 82V 1- £81°0 060°0- ANVBAVI] |
Va O MY

9179 €9¢°Z 909'0 =l0LZ __ EL60 095} 980 8.9'}- DION|S1
968°L ST 1260 610°0- o 1850 ¥SC e €280 dvDONId|vL
L0y £58°0 0190 £00°0- 1680 ¥69°0 8EV0- =SS 1- IIVAA[EL
180°€ orr 0 €/50 S0 18E 0 9920 L1961~ 109°0- TvE019.d[21
10z Z 880°C 8220 ¥LEZ 10T )- SHO0 Y0P 0 YL b VOINO| 11
5202 1220 2050 SYE0 986 0- LEZ0 SEL L~ FIG 1 ovdTWW|o1
€81 € zzsL SevL e oy o =6L6'L-  LZIEL- iSOV O- Iwi[6
18472 1702 SSL L 8950 1120 1640 e0SE T 1,698} van|s
1209 SYE0 9EL a0 8€l 1~ £E00 2690 5900~ SaTH J9N|Z
7106 LZ€0 ££9°L 1S6°0 ¥z 0 €110 VGl L- 660°0 Siiail9
899°€ 6080 8511 1087 00z 0 6610 7190 5200 TIVH[S

5%l wS0S'8L  |.028€  |1660 46661 1590 wbZLL LaWOL - leBlTE- X3dv|¥
ZI5€ VSL L 0060 2£5°0 Ted) 09€0- 2aS99C- VPO gsan|e
662°¢ %90 ¥810 8l 0 8L1L- 0520 SPSL- 19610 HYNVWV[Z
105°E G50 2680 9/¥0 68¢ 0- 8/1°1- =861~ i6VE O XOOONVH] 1

vd ) v
159 siifep 191 uJ Bpsiny) ;Aepsaupopy: Aepsen] : Aepuow
sAadnl | -feusnuy | onsgEms-4 | euenst ogSE}S)

8661 370 03 L661 Ue[ POLId-quS J0§ Ho9 A 97 ] -JO-AE(] 941 55019y SWINOY UEIL 10, SONSHEIS ATemuing 6 o[,




Figure 7: Mcan Returns Across Day-Of-The Week Of Small Companics
January 1997 to October 1998
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Figure 8: Mcan Returns Across Day-Of-The Week Of Large Companics
January 1997 toOctober 1998
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3.2 Empirical Finding On Pre-Holiday Effect For Whole Period 1992 to June

1999

Table 10 reports the finding for the pre-holiday effects of the 30 finance
stocks for overall period from 1992 to June 1999. The graphical summary of the
mean returns on pre-holiday and ordinary days for both small and large companies is
presented in Figures 9 and 10, respectively.

In general, the mean returns on pre-holidays are higher than the mean returns
on ordinary days. About 87% (13 stocks) of small companies and 53% (8 stocks) of
large companies have higher mean returns on a day prior to a holiday.

In addition, Table 10 also presents the ratio which indicates the proportion of
the mean returns on pre-holidays to ordinary days. For small companies, there are 9
stocks with the mean returns proportion greater than two with the highest ratio of 21.
This means that the mean returns for that stock on pre-holidays is about 21 times
higher than the mean returns on ordinary days.

However, there are only 4 stocks from large companies showing the mean
returns proportion greater than two with the highest ratio of 11. This result suggests
that the mean. returns on pre-holidays for that stock is about 11 times higher than the
mean returns on ordinary days.

Both parametric and nonparametric test, the t-statistics and Mann-Whitney
test statistics are reported in Table 10. In general, the majority of stocks have no
significant result. This suggests that there is no significant difference in mean returns
between pre-holiday and ordinary days. Thus, the results give clear evidence that

there is no pre-holidays effect over the entire sample for overall period.
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Tablel0: Summary Statistics For Mean Returns Of Pre-holiday Effects For Whole Period

Pre-holiday Ordinary Days t-Test Mann-Whitney Ratio
n Mean n Mean vs.ordianry days Test
1|HANCOCK 61 -0.031 1469 0.117 -0.463 -0.258 -0.26
2|AMANAH 66 0.490 1518 0,136 0.611 -1.181 3.59
3|MBSB 55 0.313 1240 0.032 0.536 -0.556 9.83
4|APEX 50 0,965 1123 0.300 1.338 -1.809 3.22
5IKHALL 69 0,300 1595 0.230 0.242 -1.032 1,30
8|IDRIS 71 -0.165 1621 0.093 -0.446 -0.061 -1.78
7|MBF HLDG 72 0.397 1574 0.019 0.678 -1.556 20.56
8|MBA 56 0.348 1396 0.161 0.639 -0.783 2.16
9|KAF 72 0.280 1598 0.150 0.292 -0.937 1.88
10IMALPAC 80 0,290 1424 0.208 0.143 -0.711 1.40
11|OMEGA 61 0.514 1396 0.128 0.880 -1.794 4.03
12[P'GLOBAL 73 0.199 1627 0,101 0.183 -0.715 1.97
13|P'KALE 66 0.138 1491 0.019 1,931 -2,280" 7.27
14| PENGCAP 62 0.925 1431 0.120 1.232 -1.060 7.70
15|MGIC 58 0.197 1365 0.050 0.241 -0.577 3.97
1IMAYBANK 72 -0,068 1663 0.125 -0.600 -0.035 -0.54
2|COMMERZ 75 -0.106 1660 0.177 -0.621 -0.250 -0.60
3jpes 76 0.297 1687 0.052 0.694 -0.731 572
4|AMMB 75 0.175 1669 0.090 0.289 -0.425 1.93
5|S. BANK 74 -0.115 1661 0.096 -1.078 -0.809 -1.19
8|TA 76 0.188 1687 0.160 0.059 -0.905 1.18
7|HL CRED. 75 0.799 1653 0.076 2.279** -2.355* 10.55
8|AFFIN 76 -0.264 1683 0.130 -0.879 -0.739 -2.03
9|RHB 73 -0.015 1612 0.172 -0.286 -0.769 -0.09
10|PACIFIC 74 0.655 1681 0.076 1,528" -1.816™ 8.64
111BHL 59 0.273 1447 0.117 0.394 -0.908 2,32
12|OSK 75 0.156 1685 0.151 0.013 -0.708 1.04
13|HH BANK 73 0.104 1678 0.070 0.106 -0.440 1.50
14|MAA 74 0.041 1631 0.175 -0.259 -1,030 0.23
15|MBF CAP 73 -0.009 1618 0.114 -0.222 -1.085 -0.08

4% #% # represent significance level of

1%, 5% and 10%, respectively.
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Figure 9: Mean Returns For The Pre-Holiday Effect Of Small Companies
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Figure 10: Mean Returns For The Pre-Holiday Effect Of Large Companies
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In conclusion, the finding of the pre-holiday effect in this study is not
consistent with the findings obtained by Clare, ef al. (1998) in which they found the
pre-holiday effect exists in the KLCI with the stock prices tending to rise on the day

prior to a public holiday.

3.3  Empirical Finding On End-Of-The-Month Effect For Whole Period 1992

to June 1999

Table 11 reports the finding for the end of the month effects of 30 finance
stocks for overall period from 1992 to June 1999. The graphical summary of the
mean returns for the last trading in a month and ordinary days for both small and
large companies is presented in Figures 11 and 12, respectively.

In general, the result exhibited high mean returns on the last trading day in a
month as compared to the rest of the days in a month. About 73% (11 stocks) of
small companies show high proportion of the mean returns on end-of-the-month as
compared to the rest of the days in a month. There are 3 stocks showing very high
ratios of the mean returns on end-of-the-month to the returns on ordinary days, with
the highest ratio of 64. In addition, we see that all stocks from small companies
obtained positive returns on the last trading of a month.

However, the above-mentioned phenomenon does not occur in those stocks
from large companies. Only 47% (7 stocks) of large companies indicate mean returns
on the last trading day of a month that are higher than on ordinary days. The ratios of

mean returns in large companies generally are lower than in small companies, with
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the highest ratio of 10. Thus, we see that small companies have higher proportion
showing an apparent end-of-the-month effect.

Table 11 reports the two independent sample f-statistics and the Mann-
Whitney test statistics. In general, the majbrity of stocks indicated no significant
result. Hence, we can conclude that there is no significant difference in mean returns
between the last trading of a month and ordinary days. From the r-statistic result,
only 3 out of 30 stocks showed significantly higher mean returns on the day of the
end-of-the-month than on ordinary days. However, from the Mann-Whitney test
there are 6 stocks, namely 5 stocks from small companies and 1 stock from large
companies showing a similar result.

In conclusion, we can deduce that there is no persistence of the end-of-the-
month effect in the entire sample period. However, among those significant results,
the stocks from small companies have a more pronounced end-of-the-month effect as

compared to the stocks from large companies.
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Table 11: Summary Statistics For Mean Returns Of End-Of-The-Month Effects For Whole Period

End-of-the month |  Ordinary Days t-Test Mann-Whitney |  Ratio
n Mean n Mean vs. Ordinary days Test

A OMP 2
1|HANCOCK 69  0.091 1461  0.112 -0.069 -0.039 0.81
2| AMANAH 75! 0.335 1500  0.142 0.354 -0.134 2.36
3lmBsB 60!  0.163 1235{  0.038 0.248 -0.147 4.28
41APEX 56|  1.222 1117/  0.283 1,994* -2.082** 4.32
5|K'HALL 770 0.187 1587;  0.235 -0.007 -0.173 0.80
8!IDRIS 78| 0.081 1614{ 0,082 -0.002 -0.721 0.99
7{MBF HLDG 771 0.480 1569  0.014 0.865 -1,817* 34.30
8|MBA 66! 0716 1386|  0.142 1,177 -1,554" 503
91KAF 770 0.277 1593|  0.149 0.294 -1.308 1.86
10|MALPAC 69!  0.606 1415]  0.192 0.767 -0.452 3.16
_11{OMEGA 67{  0.095 130!  0.146 -0.167 -0.115 0.65
12|P'GLOBAL 79! 0.631 1621  0.080 1.066 -1,698** 7.91
13|P'KALE 71 1,097 1486|  0.017 1,929* -1,872%* 63.76
14|PENGCAP 68! 0,902 1425{  0.118 1,254 -0.136 7.66
15|MGIC 66/  0.461 1357  0.036 0.739 -0.019 12.84

AR OMPA
1|MAYBANK 761 0111 1656|  0.118 0,022 -0.196 0.94
2|COMMERZ 83|  0.416 1652  0.153 0.608 -1.011 2.73
3|PBB 83l  -0.173 1680{  0.074 -0,352 -0.242 -2.33
4|AMMB 82| 0.219 1662}  0.088 0.328 -0.386 2.49
5|S. BANK 82|  0.501 1653|  0.067 1.515" -0.929 7.49
8[TA 83| -0.082 1680,  0.174 -0.549 -1,367 -0.47
7|HL CRED. 80/  0.180 1648{  0.104 0.246 -0.381 1.73
8|AFFIN 82|  -0.144 1677, 0,126 -0.626 -0,560 -1.15
9|RHB 79! 0.025 1606]  0.171 -0.231 -0.046 0.15
10|PACIFIC 82|  -0.094 1673} 0,110 -0.889 -0.615 -0.86
11|BHL 67|  0.847 1493  0.090 1,514 -0.556 9.44
12|0SK 83| -0.079 16771 0.162 -0.790 -0.510 -0.49
13|HH BANK 82|  0.129 1669, 0,068 0.197 -0.005 1.90
14| MAA 8oj  0.511 1625{  0.152 0.719 -2.133" 3.36
15|MBF CAP 81} -0.150 1610f  0.122 -0.793 -0.248 -1.23

wk# #% # represent significance jevel of 1%, 5% and 10%, respectively.
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Figure 11: Mean Returns For The End-Of-The-Month Effects Of Small Companies
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Figure 12: Mean Returns For The End-Of-The-Month Effects Of Large Companics
January 1992 to June 1999
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3.4  Empirical Finding in ‘Good’ and ‘Bad’ News Market Environment For

Whole Period 1992 to June 1999

In section 3.1, we have discussed the trend of the day-of-the-week effect for
the entire sample period. The above-mentioned analysis fails to take into account the
market environment where stocks were traded. An analysis is carried out in order to
observe whether the day-of-the-week effect exists in the good or bad news
environment.

Tables 12 presents the summary statistics for daily mean returns in good news
market environments for the overall period of 1992 to June 1999. Figures 13 and 14
present a graphical summary of the mean returns for the good news market
environments effect for small and large companies, respectively.

Among 15 stocks from small companies, 33% (5 stocks) of them have the
highest returns on Mondays as compared to other days. 2 stocks with the.highest
returns on Tuesdays and another 2 stocks with the highest returns on Thursdays. 5
stocks have the highest return on Wednesday, whilst only 1 stock have the highest
return on Friday.

However for large companies, about 67% (10 stocks) of them had their
highest return on Monday. 1 stock had its highest return on Tuesday, and another on
Thursday. 2 stocks had their highest returns on Wednesdays, whilst only 1 stock had
its highest return on Friday.

The f-statistic shown in Table 12 obtained for mean retums during a good
news market environment generally show that a minority of stocks had significant

results. Only 3 stocks, namely 2 from small companies and 1 from large companies
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show Monday’s return is significantly different from other days. Less than 10% of
the total stocks have significant result on Tuesday to Thursday. Only 2 stocks from
large companies show Friday’s retumn is significantly different from other days.

The results of the F-test and Kruskal-Wallis test, which are presented in Table
12, indicate that the majority of stocks do not show significant mean differences
among daily mean returns. Thus, we can conclude that there were no differences
amongst the daily mean returns during a good news market environment.

Thus, we can summarize from the various tests that in the good news market
environment, the majority of stocks do not exhibit the day-of-the-week effect. This
contrasts with the results obtained in section 3.1.1. Findings from the results show
that Monday’s return is not the lowest mean return among the positive returns. Again
contrary to the result obtained in the section 3.1.1, the Friday’s return does not

display the highest mean return among the positive returns.

It is assumed that the negative mean returns are associated with the bad news
market environment in which there is more bad news arriving on Mondays compared
to the rest of the days. The summary statistics for the bad news sample is presented
in Table 13 and Figures 15 and 16 present the graphical summary for the mean
returns in bad news market environment.

From the result, about 53% (8 stocks) of small companies have lower
Monday’s return as compared with other days. 4 stocks have their lowest returns on
Tuesdays while another 2 stocks on Thursdays. Only 1 stock had its lowest mean

return on Wednesday and none at all on Fridays.
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Figure 13: Mean Returns For The ‘Good’ News Market Environment Effect Of Small Com
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For large companies, about 47% (7 stocks) of them have their lowest returns
on Mondays, whilst 4 stocks had their lowest returns on Tuesdays. Only 1 stock
shows its lowest return on Wednesday and another 3 stocks had their lowest returns
on Thursdays. For no stock is Friday’s return the lowest return. Thus, we can deduce
that both small and large companies have larger proportion showing the lowest
returns on Mondays, whilst none of them have the lowest returms on Friday.

From the f-statistics result presented in Table 13, 40% (6 stocks) of small
companies and 13% (2 stocks) of large companies have significant results on
Monday. The result suggests that Monday returns are significantly different from
other days’ returns. About 53% (8 stocks) of small companies and 47% (7 stocks) of
large companies have significant result on Friday, indicating that Friday returns are
signiﬁcantly different from other days’ returns. ‘

Both F-statistic and Kruskal-Wallis statistic are also presented in Table 13. F-
statistics for 7 stocks, namely 5 from small companies and 2 from large companies,
are sufficient to reject the equality of the mean returns across the days of the week.
The results confirm that at least one of the day’s mean returns differs from another
day’s mean returns for these stocks in a bad news market environment. The Tukey’s
test further confirms there is significant mean difference between Monday returns and
Friday returns in the bad news market environment.

The Levene’s test statistics given in Table 13 show that about 32% (10 stocks)
of the mean returns in the bad news sample exhibited a violation of the assumption of
homoscedasticity. In view of the fact that the mean returns in those stocks are not

homogenous in the variances, these stocks were subjected to the Kruskal-Wallis test.
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There is a consistent result indicating the rejection of the equality of mean returns
across the days of the week in those stocks,

From the various statistical results, we can deduce generally that the existence
of the day—of-the-week effect on the bad news market environment is stronger than on
the good news market environment. The result confirms that there is more bad news
present on Monday as the mean retumns is the lowest return amongst other days’
returns. In addition, the day-of—the-week effect on the bad news market environment
is more pronounced in small companies as larger proportion of small companies has

their lowest returns on Mondays.



Page 74

ApeAnoadsal ‘opg puR 941 JO TRAS] SOUBIGTUSIS JUSSAIADI 4y PUB 444

956'9 ZLS’L 206°L 5z8 wll€2-  iozge- 1192 12672 S66°Z- dvO JgN|st
LS 9L0’L 892 | 151 gop - ¥69°Z- €562 855°C- 1€6°2- Y| #L
0S6°€ 0£8°0 150°L 521 168°1- S56°1- 90/~ 906°L- 190°2- MNvE HHIEL
200 2L 962’ | LoVl 128 9€0°z- zese- L¥0Z- o€} z- viZe- Msolzt
6£5Z 198°] 9682 6l 186°L- T €76 L- 609°Z- Hg| L1
RN il Ch 8PS T =l09C |96/ 895 |- 1806°L- 998'|- 020°¢2- asEEE - Didiovd|oL
990°S 6921 652°1 Li7 wabCl 2~ 1689'C- o€l z- G96°C- 889°¢- aHy|e
0lZ¥ 12670 110C 88/ =S8~ l0She- Qzye- v89°2- 185" NEErE]
6579 LivL 8vs'L gzl 608’1~ wkl22- 0S8 |- 8/8°L- ££6'L- ‘™0 ML
SZL'6 195°) 66¥ L ¥E8 26802~ 2€9°Z- 689°¢- 169°¢- 8v.2- vile
SBL P RL S92 2L s986°€ «689°€ |82 w8l - 16¥9 - 98 |- 161" “8lZ 2" MNvE ‘s|s
€9t 1290 €2} L 6vE2- ¥56°2- MLl 205Z- velz- NNV |y
v16'G 06€ L 8ELT Lyl we8EP L~ 610" £€80°¢- ¥66 L 91" gaad|e
aviL 9ey 0 0681 60/ yeez- 00¥ 2 GesZ- 0zlz- vSr - Z93NNOD|
859°€ ¥82°0 8110 8/9 ZLz- 1€0°Z- 161~ gLl 2661~ MNVEAVIA| L
Jd O >\
S%l ~s699°EZ 228262 009°L £89 2622~ 2T E- 611 €- 1SL2- =Sy E- J19N|s1L
0£8'¥ ¥ 0 9180 ¥69 0812z ££8°Z- LI g ocl e- 00°¢- dvOONId|¥l
€22l 829°L 1591 L0 wLLEZ-  igELE- voc- LLize- 120°E- FIVA|EL
wZCL EL 1622 9/0C T6. 8252- 968°Z- 809°¢C- ¥S6¢- wlGEE- W8019.d(2L
5% R =929C ~99L°E 009 w0221~ 95972 66€ - 0llz- SeL e VYOINO|iL
92e ./ 16T «=/669 _ |0S9 »BE2C-  i0p9e- lE€C-  102CE- vEL e OVJIVW|0L
LLE'S 6160 2021 £89 g¥C e 6ES C- L12SZ- SPE - 08.¢ |6
102 el 801 ¢ 015 ~80LC-  28SZ- Zive- 0S6°¢C- 605 - VEN(8
.08 91 1281 8220 va/ /89T 008¢- SELT- 29T =81 ¢ S0 H Jan|.
AT 4220002 0.2 el Si8 Le9e- 0zs - S0S°2- nlO0E- (€22 C siHaije
66801 ¥58°0 8550 9 A% ciye 899°C- 12572 ~VE0E- TIVHM|S
8c9'v gro'L SoL'L gcy 18T 152 Z65°C A ¥182- XAdvly
we08 L1 9661 -98.°€ Zvs VP61~ 18962~ S28Z- TLLT- 86 C- aSan|E
Z9 L 82211 l6LT LELE SEL weZE2 8- i¥E6C- 1£9°Z- e G8Z € HYNVIAV|Z
11E9 692’1 -.869C Z15 85¥'L- (/261" €581~ 696°L- ZE9'}- NOOONVH| L
vV S O -
183 onspEs =T} 'SQ0 0] U4
sAoWn) | swepm-EsTUy | o6sgerS-d | suesa osHerS-i

PO 2[0qAj 10 JUIUIUOIIAU JINIEJA SMIN ,PBH, 104 5o1)S0E)S Alewiming ¢ I[qEL




o T

*, WA

Figure 15: Mcan Returns For The Bad’ News Market Environment Effect Of Small Companies
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3.5  Empirical Finding For The Day-Of-The-Week Effect For Whole Period

By Using GARCH Model

The result reported in Table 14 is the summary statistics of mean returns for
30 stocks by using the OLS method. The t-statistics for the OLS estimates are
computed using Newey-West heteroscedasticity and autocorrelation-consistent
estimator of the covariance matrix. By using this method, factor of heteroscedasticity
and autocorrelation are taken into consideration in obtaining the estimator of the stock
returns.

The purpose of finding OLS estimator is to determine the significance of daily
dummies and hence be a part of explanatory variables in GARCH model. From the
result, 2 stocks from large companies do not show any significant daily mean returns.
Thus, these two stocks are not subjected to the GARCH analysis.

From the ¢-statistic results, 10 (33%) out of 30 stocks show Monday’s returns
that are significantly different from zero. Similarly, another 10 stocks indicate that
Wednesday’s returns are significant. 90% (27 stocks) indicate the mean returns on
Friday are significantly different from zero, whilst the majority of stocks do not show
significant returns on Tuesday or Thursday. In general, the majority of stocks have
significant mean returns on Monday, Wednesday and Friday.

Stocks with the significant mean returns on particular days are then subjected
to the GARCH analysis to determine whether the stock returns are due to the seasonal
variation of returns volatility, The summary statistics for the conditional mean
returns and variance equation of mean returns of GARCH for small and large

companies are presented in Tables 15 and 16, respectively.
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From the results presented in Table 15A and 16A, only 5 stocks from small
companies and 3 stocks from large companies have significant results for the first lag

in own returns ( R,_; ). This means that there is a strong autoregressive process in the

daily mean returns in these particular 8 stocks. It can be concluded that the daily
mean returns in such stocks depend on the past price / returns.

‘I'he estimators of the conditional variance of the returns are reported in Table
16A and 16B for both small and large companies, respectively. The order of the
ARCH and GARCH terms is determined by using the Akaike information criterion as
a diagnostic test. The model with the smallest information criterion will be chosen és
appropriate model. The highest order considered in this study is 5 for both ARCH
and GARCH terms.

From the result, 40% (6 stocks) of 15 small companies and 27% (4 stocks) of

large companies have significant result for the ARCH term, h,” 2 jn the conditional

mean. The significance of the ARCH term, h,l/ 2 indicates that the stock returns may
be due to the changes of market risk and hence a further investigation should be

examined by using the conditional variance estimation.

From the conditional mean obtained for the overall period for small
companies, result generally shows that significant daily seasonal dummies are

Monday, Wednesday and Friday. (cf. Table 15A) About 50% of small companies

have at least two significant daily seasonal Jummies in the conditional mean. Hence,

we can deduce that the seasonality in the daily returns in these stocks is not due to the

variation in retum volatility.
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However, only one stock has no significance of Wednesday and Friday
seasonal dummy in conditional mean but is found significant in the equation for the
conditional variance. (cf. Table 15B). The significance of Wednesday and Friday
seasonal dummy in the conditional variance indicates that there is seasonal variation
in the stock return volatility. One stock shows significance of Monday, Wednesday
and Friday scasonal dummy in both conditional mean and variance. This result
revealed that the seasonality in stock returns could not be explained by the changes of
return volatility.

Table 16A reports the conditional mean for large companies over the entire
sample period. In general, results show that significant daily seasonal dummies are
Monday, Wednesday and Friday. However, in contrast to the small companies only
20% (4 stocks) of large companies have at least two significant daily seasonal
dummies in the conditional mean. Thus, only a minority of large compani_es have
seasonality in the daily returns that is not due to the variation in return volatility.

By comparing the result obtained in Tables 16A and 16B, 3 stocks have
insignificance of Friday seasonal dummy in conditional mean but are found
significant in the equation for the conditional variance. One stock shows significance
of the Wednesday and Friday seasonal dummies in both conditional mean and
variance equation.

In conclusion, we can summarize that small companies have larger proportion

showing seasonality in the daily returns that are not due to the variation in return

volatility. In contrast, large companies with a significant Friday seasonal dummy in



Chapter 3: Empirical Evidence For Calendar Anomalies Page 81

conditional variance equation have a larger proportion showing the seasonal variation

in stock returns is due to the changes of return volatility or seasonal variation in risk.
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