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I. Introduction
One of the most puzzling calendar anomalies documented by countless researchers is the Monday effect. On stock markets across the world the average Monday return, that is, the average return from Friday close to Monday close, is significantly lower compared to the average returns on other days of the week. Furthermore, it is not only lower but the return on Monday is, on average, negative.
 It is thus not only anomalous in the sense that a predictable pattern exists, but it also seems to be at odds with asset pricing models which do not anticipate negative risk premia. Hence, an explanation for this phenomenon is highly desirable. There have been, however, about just as many propositions as there have been researchers studying the subject matter. The objective of this paper is to investigate which explanation is most plausible and which ones can be ruled out. But before we start to reap from the tree of possible explanations, a closer look at the characteristics of the Monday effect will be taken.

Though reported before,
 Cross (1973) recognised that the S&P 500 had risen more on some days of the week than on others. Specifically, he reported that between 1953 and 1970 the index had risen on 62.0% of the Fridays and only on 39.5% of the Mondays, the difference being statistically significant. What is more, he found the index to decline on 75.9% of the Mondays if it had done so the previous Friday. This twist on the Monday effect was subsequently studied more fully by Jaffe, Westerfield and Ma (1989) and Abraham and Ikenberry (1994) amongst others.
 They found that most negative Monday returns are not only preceded by negative Friday returns, but it turned out that if the return over the entire previous week is positive, the average Monday return becomes significantly greater than zero as well. They even reported to get similar results if the return on the previous Friday was excluded.

Another interesting feature of the Monday effect is its relation to size. Gibbons and Hess (1981) and Keim and Stambauch (1984) show that there is no systematic relation between the average Monday return and the market capitalisation of a stock. Keim and Stambauch (1984), however, do reveal a negative relation between the Friday return and market capitalisation, although they cannot reject the hypothesis that the Monday and Friday return offset each other within each size decile. The relation between size and the before mentioned twist on the Monday effect is less ambiguous. When Friday’s return is negative, the average return on Monday increases with size (Abraham and Ikenberry, 1994). Since the size aspect has not yet been studied outside the stock markets of the United States, further research is desirable.

Dividing their NYSE-AMEX (1962-1993), NASDAQ (1973-1993) and S&P 500 (1928-1993) samples of Monday returns by week of the month, Wang, Li and Erickson (1997) determined that the Monday effect primarily exists in the fourth and fifth week of the month.
 Excluding these two Monday returns from each month, the average Monday return becomes no longer significantly different from zero. Elaborating on these results and recognising that the fifth week of the month might be influenced by the turn of the month effect
, Sun and Tong (2002) find the Friday return in the fourth week to be significantly higher than the return on other days of the week, but at the same time significantly lower than the average Friday return. As with the size aspect, this feature of the Monday effect has not yet been documented to exist outside the United States and the United Kingdom,
 again making further research to that extent fairly desirable.

Recent studies have reported a disappearance of the Monday effect in stocks traded on stock markets in the United States with relatively high market capitalisation. Earlier studies by Jaffe et. al (1989) and Connolly (1989) already reported a weakening of the effect in the 1980’s. Following Connolly (1989) and increasing the number of countries, Chang, Pinegar, and Ravichandran (1993) found the Monday return to be insignificantly different from zero during 1990-1993 after sample size adjustments under a Bayesian approach in four out of thirteen countries. Kamara (1997) nevertheless illustrated the existence of the seasonal during 1982-1993 in the smallest size decile portfolio of the NYSE. Brusa, Liu and Schulman (2000) found the Monday return to increase with size and the Friday return to decrease with size during 1990-1994. Moreover, they found the proportion of negative Monday returns preceded by negative Friday returns to be higher among the smaller size deciles. Brusa and Liu (2004) further show that before 1987 negative Monday returns took place in all but the third week of the month and after 1988 only continued to occur in the fourth week.

In summary, the Monday effect can be described as negative Monday returns on average, mostly preceded by negative Friday returns (we will name this aspect ‘the twist’), taking place primarily in the fourth week of the month (we will call this ‘the part of the month aspect’) and being more pronounced in stocks with relatively low market capitalisation (we will term this ‘the size aspect’), with the last two aspects being more confined to later time periods. The rest of this paper is structured as follows. In the next section the possible explanations as proposed by prior research will be reviewed, followed by a research proposition and methodology in the second section. Then the data will be discussed in the third section, after which we will present and discuss the results in the fourth section and we will bring it to a close in the last section with a conclusion.

II. Proposed Explanations

Numerous explanations have been proposed in order to explain the Monday effect. The most straightforward, like measurement errors (Gibbons and Hess, 1981, and Keim and Stambauch, 1984), stocks more often going ex-dividend on Monday (Lakonishok and Smidt, 1988, and Fishe, Gosness and Lasser, 1993) and the arrival of bad microeconomic new after Friday’s close (Damodaran, 1989, and Connolly, 1991), however, do not fully explain the phenomenon.
 That is, after correcting for these influences, the average Monday return remains negative. It can nevertheless be argued that multiple factors simultaneously influence the Monday return, but that obviously does not mean one can simply add up the changes in the Monday return attributed to each factor analysed separately since some factors might overlap. To that extent, an integrated approach should be taken, as done by Draper and Paudyal (2002). They come to conclude that there are indeed multiple factors that have a negative effect on the Monday return. We will come back to their findings after considering some additional explanations (for which they test as well).
Since the most straightforward explanations turned out not to be satisfactory, researchers have analysed explanations based on market imperfections and institutional regulations.
 One such market imperfection is the disproportionately long non trading time during the weekend. Four popular explanations for the Monday effect are, at least to a certain extent, based on this. The first one incorporates possible interest and settlement effects of this period of non trading time, the second and third one deal with the potential consequences of the processing of information in this period, and the fourth one concerns the potential effect of non trading time on naked short positions. We will now consider each one.
The settlement delay hypothesis

Lakonishok and Levi (1982) illuminate the fact that there was a lack of five business days between the purchase of a stock and settlement, and one business day between settlement and payment in the United States at the time they published their paper. Hence, if a stock is purchased on a Friday, there are ten days between purchase and payment (two weekend days, five settlement days, another two weekend days and one clearing day), while there are only eight days between purchase and payment if the stock is purchased on any other business day since there would only be one weekend in between. Thus, the closing value on Friday of a stock should be adjusted downwards to account for the two extra days of interest. The return from Thursday close to Friday close should consequently be adjusted downwards and the return from Friday close to Monday close should be adjusted upwards. However, Lakonishok and Levi (1982) also make clear that the size of the adjustments is minor and the Monday return remains significantly lower than zero after correction. Dyl and Martin (1985) further show the weekly pattern of daily returns to be the same before and after 1968, while the settlement period was seven days before 1968. The conclusion must therefore be that the two extra days of interest have a relatively small impact on daily returns and can not adequately explain the Monday effect.

Mills and Coutts (1995) and Coutts and Hayes (1999) use similar arguments when analysing the Monday effect in the United Kingdom. Until July 1994, there existed accounts on the LSE that started on a Monday and spanned two (occasionally three) weeks. Payment was not due until the second Monday following the end of the account period on Friday. Consequently, if purchases are delayed from the last Friday of the account to the following Monday, the purchaser has eleven extra days of interest free credit. The return on these Mondays can therefore be expected to be higher than on any other day. The authors subsequently reason that the return on the other Mondays should also be expected to be lower than on any other day. This is obviously nonsense.
 Thus, if there is any effect of the LSE settlement procedures on the average Monday return, it is expected to be a positive one.
Settlement procedures differ from country to country and from time to time. In most countries, however, settlement takes place either periodically (as in the United Kingdom) or after a fixed number of days after the purchase or sale of a stock (as in the United States). The account periods with periodical settlement (or ‘rolling’ settlement) are either weekly or monthly based. Weekly based account periods start at the first day of the week (Monday) and end at the last day of a week (Friday), while monthly based account periods start at the first day of the month and end at the last day of the month. As explained by Mills and Coutts (1995) and Coutts and Hayes (1999), these weekly based account periods can have a positive effect on the average Monday return, and hence, can not explain the abnormally low returns on Monday. In countries where settlement takes place after a fixed number of days after the purchase or sale of a stock, the two extra days of interest have a relatively small impact and do not adequately explain the Monday effect either, as the results of Lakonishok and Levi (1982) and Dyl and Martin (1985) demonstrate. Thus, settlement delay seems to be an improbable explanation for the Monday effect.
The individual investor hypothesis

This possible explanation, first developed by Miller (1988) and Lakonishok and Maberly (1990) and elaborated on by Abraham and Ikenberry (1994) and Brusa and Liu (2004), conjectures that the low Monday return is due to individual investors’ tendency to process information during the weekend (when the opportunity costs are lower) and probably need more processing time to initiate sell transactions than buy transactions (buy recommendations largely outnumber sell recommendations
), thus resulting in an surplus of self initiated sell orders by individual investors on Monday, with a lower average Monday return as a result.

The evidence in support of this hypothesis is substantial. Using a sample of NYSE daily trading volume and odd-lot transaction during 1962-1986, Lakonishok and Maberly (1990) show that the amount of odd-lot transaction relative to the trading volume is significantly higher on Mondays than other days of the week. In addition, they showed the number of shares traded to be significantly lower on Monday. If the number of odd-lot transactions relative to the trading volume is seen as a proxy for the activity of individual investors relative to institutional investors, the conclusion must be that institutional investors are relatively less active on Monday. This in accordance with Osborne (1962), who predicted lower institutional trading activity because of the industry-wide practise of using Monday morning for strategic planning.

Lakonishok and Maberly (1990) also show the number of odd-lot sales minus the number of odd-lot purchases as a percentage of trading volume to be significantly higher on Monday, indicating that individual investors are net sellers on Monday. They find further support for this argument when analysing daily dollar value of sales and purchases of cash account customers from a major broker in the United States during 1978-1986. Venezia and Shapira (2007) further confirmed their results using data obtained from a major brokerage house in Israel during 1994-1998.

In relation to the twist, Abraham and Ikenberry (1994) investigated the number of net odd-lot sales conditional on the prior day’s return. Just like Lakonishok and Maberly (1990), their results show net odd-lot sales to be highest on Monday, but in addition they also show net odd-lot sales on Monday to be significantly higher if the return on Friday is negative, thus indicating that the individual investors’ propensity to be net sellers on Monday is more pronounced if the return on the previous Friday is negative. This also explains how the seemingly contradictory findings of a higher mean return on Friday and a lower mean return on Monday on one hand, and the high correlation between Monday and Friday one the other hand, can come from the same source. If selling pressure results in negative returns and part of the selling pressure on individual investors on Friday shifts to Monday, the average Monday return becomes lower and the average Friday return becomes higher. Although the average Friday return becomes higher, the return on the Fridays where selling pressure prevails should still be negative since the effect of the shift of the selling pressure must be less than the effect of the selling pressure itself. So if the return of the whole previous week is used as a proxy for selling pressure instead of Friday, one would still find negative returns on the following Monday. This is exactly what Jaffe et. al (1989) and Abraham and Ikenberry (1994) reported.

It has been put forward that it is difficult to actively arbitrage the Monday seasonal because of its size relative to general price movements and transaction costs. Lakonishok and Maberly (1990), for example, report a mean Monday return of –0.12 percent, being substantially below the size of one tick for any stock at the time. Still, institutional investors could rebalance the timing of their purchases to Monday and their sales to Friday, especially the ones they would have made anyway. Hence, the rise of institutional investing together with the extensive publication on the subject at the end of the 1980’s and early 1990’s could in theory explain the disappearance of the Monday effect. Indeed, there are some indications that this is the case. 

Since institutional investors tend to be over-represented in high capitalisation stocks (Ferreira and Matos, 2008) both the Monday effect and the twist on the Monday effect should be more pronounced in low capitalisation stocks if institutional investors do rebalance the timing of buy orders to Monday, but there should not have to be a relation between size and the magnitude of the effects if institutional investors are not very active traders on Monday. This might explain the difference in results of Keim and Stambauch (1984) and Brusa, Liu and Schulman (2000). As mentioned before, Keim and Stambauch (1984) only find a negative relation between size and the Friday return and no relation between size and the Monday return when studying a period before 1983, while Brusa, Liu and Schulman (2000) do find a positive relation between size and the Monday return in the 1990-1994 period. Furthermore, according to Lakonishok and Maberly (1990), institutional investors did not trade less on Friday during 1962-1986.
Although using different approaches, Chan, Leung and Wang (2004) and Brusa and Liu (2004) both attribute the disappearance of the Monday effect in the early 1990’s to increased institutional trading on Monday. Chan, Leung and Wang (2004) use the Spectrum 3:13 (f) Institutional Stock Holdings Survey to examine exactly which stocks are held to what extent by institutional investors. They find a very pervasive relationship between the magnitude of the Monday effect and institutional holdings. Brusa and Liu (2004) use block trades and odd-lot trades as proxies for institutional activity and individual activity, respectively, and come to the same conclusion. Interestingly, they find the increased Monday return (linked to the increase of institutional investing) to be located outside the fourth week of the month. As stated before, they find the Monday effect to be still going strong in this week after 1988. 

Sun and Tong’s finding (2002) that the Friday return in the fourth week is significantly higher than the return on other days of the week, but at the same time significantly lower than the average Friday return, already connected the part of the month aspect with the twist. They further hypothesise that if individual investors are the source of the Monday effect and if individual investors’ liquidity is cyclical, the Monday effect might be cyclical, too. In light of the before mentioned findings by Brusa and Liu (2004), however, it seems much more likely that it is the liquidity of institutional investors that is cyclical. Furthermore, if the turn of the month effect is caused by increased liquidity of institutions at the turn of the month
, it would make sense that their liquidity is lower just before that period, i.e. in the fourth week of the month.

The institutional investor hypothesis

Along the same line of reasoning as the individual investor hypothesis, Sias and Starks (1995) assert that institutional investors might also tend to process information during the weekend and use this time especially for initiating sell transactions (since buy recommendations largely outnumber sell recommendations) too, thereby decreasing the average Monday return. In the light of the previously mentioned findings under the individual investor hypothesis, however, this hypothesis seems highly unlikely. We will nevertheless consider this explanation since it has been cited a lot and some clarification on the seemingly contradictory results may be welcome.

Sias and Starks (1995) report their hypothesis to be motivated by four factors. The first factor they mention concerns the fact (which they also demonstrate) that institutional investors tend to avoid Monday trading. Although they see this as in support of their hypothesis, it actually is not since avoiding trading can not move stock prices. The second factor illustrates that the institutional investors hypothesis might be more compatible with the market microstructure model of Foster and Vishwanathan (1990) than the individual investors hypothesis is. While this is an interesting model, the merits of the hypothesis should still be measured by its consistency with reality.
 The third factor is based on the premise that institutional investors might suffer more from the asymmetry in broker recommendations. This would implicate they also need more processing time to initiate sell orders, though it is not obvious that the opportunity costs of processing information are lower during weekend for institutional investors. (Individual investors, on the other hand, are typically employed in other activities during the opening hours of the stock market)

The last factor is the crux of their story. Although they do not find the Monday return to be lower among stocks with high institutional holdings, they do find a stronger twist on the Monday effect among those stocks. This seems to be at odds with the results of Abraham and Ikenberry (1994), which indicate that individual investors are the source of the twist. Abraham and Ikenberry (1994), however, use net odd-lot sales as a proxy for the activity of individual investors, while Sias and Starks (1995) use the January issue of the Standard and Poor’s Security Owners Stock Guide as a annual measure of the  holdings of institutional investors. Again, these investors tend to avoid trading those stocks on Monday (as the researchers demonstrate themselves). If the individual investor hypothesis is true and institutional investors do not shift their selling activity to Monday, the negative return on Friday might just be a better proxy for selling pressure among stocks with high institutional holdings.
The speculative short selling hypothesis

This possible explanation, put forward by Chen and Singal (2003), assumes speculative short sellers to be at the root of the Monday seasonal. Speculative short sellers would like to closely monitor their naked positions because they theoretically have unlimited downside risk. As a consequence, they would be averse to holding those positions during non trading hours but on the other hand cannot open and close their positions to often (because of transaction costs), presumably making the weekend to become a natural breaking point to do so. So they would close their short positions on Friday, thereby increasing the average return on that day, and reopen them the following Monday, thereby decreasing the average return on that day.

To examine this explanation, Chen and Singal (2003) use monthly relative short interest (number of shares sold short divided by the number of common shares outstanding). They then compare the highest short interest quartile with the lowest short interest quartile and find the mean Monday return to be significantly lower in the highest short interest quartile, and not significantly lower than zero in the lowest short interest quartile.
 The mean Friday return turns out to be not significantly different among the two. This is somewhat surprising since, according to the explanation, one would also expect the mean Friday return to be higher. It has to be noted though, that they do not measure speculative short sales but take short sales as a proxy for speculative short sales.
 It therefore also becomes difficult to distinguish between this hypothesis and the individual investor hypothesis, since selling pressure and short interest could well be related.
 An examination of countries where short sales are prohibited could clarify this issue.
Chen and Singal (2003) attribute the disappearance of the Monday effect to the introduction of options. In a time-series analysis they show that the Monday effect has disappeared during the 1988-1999 period for more actively traded stocks but not for less actively traded stocks.
 They conjecture that the stock trading volume might be a good proxy for option trading volume, thereby indicating that the Monday effect has only disappeared in stocks whereupon options are actively traded. In addition they show in a cross-sectional analysis that the Monday effect is weaker for stocks that have listed options. Of course, in light of the individual investor hypothesis, the option criterion might well be related to institutional ownership. In another cross-sectional analysis over the (rather short) 1998-1999 period they show a negative relation between the put volume ratio (put trading volume divided by stock trading volume) and the magnitude of the Monday effect. Again, just like short selling, the put volume ratio might be related to selling pressure.

As noted before, an examination of countries where short sales are prohibited might clarify whether the speculative short selling hypothesis or the individual investor hypothesis is more plausible. Still, it is important to recognise that although both hypothesises have similar implications they are fundamentally different. One cannot equate individual investors with speculative short sellers. If Singal (2006, p47) is right when he conjectures that individual investors tend to not engage in short selling he cannot be right when he asserts that speculative short sellers are at the root of the Monday effect since Lakonishok and Maberly (1990) have shown quite convincingly that the Monday effect is due to the behaviour of individual investors on Monday. Furthermore, in contrast with Lakonishok and Maberly (1990), Chen and Singal (2003) do not use daily but monthly short sales. Besides, its hard to imagine how the speculative short selling hypothesis could be united with the part of the month aspect given that Wang, Li and Erickson (1997) already ruled out any relation to the expiration of options.
We will now turn back to the integrated approach employed by Draper and Paudyal (2002) which was mentioned in the first part of this section. They examine the Monday effect on the LSE during 1988-1997 using two indices, the FTSE 100 and the FT All Share, and a sample of 452 individual stocks. First of all, the researchers find, in contrast with  Lakonishok and Smidt (1988) and Fishe, Gosness and Lasser (1993), a negative impact of stocks going ex dividend on Monday.
 Given that Draper and Paudyal (2002) analyse the Monday effect in the United Kingdom, while Lakonishok and Smidt (1988) and Fishe, Gosness and Lasser (1993) focus on the United States, a possible explanation of this conflicting evidence may be that this factor is country specific. Secondly, there is a positive impact if Monday is the first day of the account period, as was expected under the settlement delay hypothesis. But far and foremost, the results are consistent with the individual investor hypothesis. There is a negative impact if the return on the previous Friday was negative, there is a negative impact if the Monday takes place after the fifteenth of the month, and there is positive impact of firm size on the Monday return.

With their research, Draper and Paudyal (2002) also illustrate that there are many factors that influence stock prices on Monday. Some of these factors may change over time or from country to country. When examining the Monday effect in many countries simultaneously, it therefore becomes very difficult, if not impossible, to correct for every factor. On the other hand, in nearly all countries the stock market is closed during the weekend and in  all countries there are individual investors. If the individual investor hypothesis is true, and individual investors have a tendency to shift their selling activity from Friday to Monday, there should still be a difference between the return on those days in many countries. Furthermore, the individual investor hypothesis is the only explanation that is consistent with all the aspects of the Monday effect. Hence, if these aspect are international phenomena as well, it becomes much less likely that the hypothesis is consistent with all these aspects by coincidence.

III. Research Proposition & Methodology

This paper contributes to the existing literature in the following way. We will put the main aspects of the Monday seasonal mentioned in the introduction in an international perspective. First, the possible existence in different countries will be analysed. To examine the influence of short sales, countries with a prohibition on short sales will be included. Second, within each country both indices with large capitalisation stocks and small capitalisation stocks will be analysed to see whether the size aspect is an international phenomenon as well. Third, the potential existence of the twist on the Monday effect will be extended to some countries not analysed before.
 Fourth, the Monday and Friday returns on every index will be divided by part of the month. To account for a possible disappearance of the effect in later time periods, we will split the data on the 1st of January, 1995.
 Accordingly, the following regressions will be estimated:

Returns by day of the week:
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Where Rt is the return on day t and Dmon, Dtue, Dwed, Dthu and Dfri are dummies that take the value of one if the day is a Monday, Tuesday, Wednesday, Thursday or a Friday, respectively, and a value of zero otherwise.

The twist on the Monday effect:
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Where Rmon is the return on Monday and DR(fri)>0 (DR(fri)<0) is a dummy that take the value of one if the return on the previous Friday is positive (negative) and zero otherwise. The influence of the previous week is tested by constructing a dummy, DR(tue-fri)>0 (DR(tue-fri)<0), that takes the value of one if the return over the previous four days is positive (negative) and zero otherwise. In contrast to Jaffe et. al (1989) and Abraham and Ikenberry (1994) we do not include the previous Monday since we hypothesise that it is this day that is dependant on the previous week.

Monday and Friday returns by part of the month:
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Where Rmon and Rfri are the returns on Monday and Friday, respectively. Dfirst is a dummy that takes the value of one if the day falls on the 4th to the 15th of the month and zero otherwise, Dsecond is a dummy that takes the value of one if the day falls on the 16th to the 27th of the month and zero otherwise and Dturn is a dummy that takes the value of one if the days falls on the 28th, 29th, 30th, 31st, 1st, 2nd or the 3rd of the month and zero otherwise. This is somewhat different from the approach Wang, Li and Erickson (1997) used since we explicitly want to correct for any possible influence of the turn of the month effect.

IV. Data

Closing values of the indices on each day of the week are obtained from Datastream. Some type of indices are not available for some counties or only for a narrow time period. These indices are excluded. Since the daily returns were found to be similar for return indices and price indices, and price indices are available for longer time periods, price indices are used. An overview of the indices used is presented in Table 1. Subsequently, returns are calculated as percentage change from close to close
 in Excel and days when the market was closed are filtered out. For the twist on the Monday effect the whole previous week is filtered out if the market was closed on one or more days to control for a possible Holiday effect.
 Next, the regressions are estimated in E-views, while the t-statistics for the returns by day of the week are corrected for the possible presence of heteroskedasticity and autocorrelation using the  Newey-West’s (1987) heteroskedasticity and autocorrelation consistent covariance matrix.

	Table 1 - Data

	Panel A - Broad Basket Indices

	Country
	Index
	Period
	
	Country
	Index
	Period

	Australia
	FTSE W Australia
	1987-2008
	
	Mexico
	FTSE W Mexico
	1987-2008

	Canada
	S&P/TSX Composite
	1969-2008
	
	Netherlands
	FTSE W Netherlands
	1987-2008

	Finland
	OMX Helsinki
	1987-2008
	
	Norway
	FTSE W Norway
	1987-2008

	France
	FTSE W France
	1987-2008
	
	Spain
	FTSE W Spain
	1987-2008

	Germany
	CDAX General (DSC*)
	1973-2008
	
	United Kingdom
	FTSE All Share
	1969-2008

	Greece
	ATHEX Composite
	1989-2008
	
	United States
	Russell 3000
	1988-2008

	Japan
	TOPIX
	1960-2008
	
	
	
	

	Panel B - Large Capitalisation Indices

	

	Country
	Index
	Period
	
	Country
	Index
	Period

	Australia
	ASX All Ordinaries
	1980-2008
	
	Japan
	NIKKEI 225**
	1960-2008

	Canada
	S&P/TSX 60
	1982-2008
	
	Mexico
	Mexico IPC BOLSA
	1988-2008

	Finland
	OMX Helsinki 25 
	1989-2008
	
	Netherlands
	AEX (DSC*)
	1973-2008

	France
	CAC 40
	1988-2008
	
	Norway
	Oslo SE OBX
	1987-2008

	Germany
	DAX 30 Performance
	1965-2008
	
	Spain
	IBEX 35
	1987-2008

	Hong Kong
	HANG SENG
	1970-2008
	
	United Kingdom
	FTSE 100
	1984-2008

	Italy
	FTSE MIB STORICO
	1975-2008
	
	United States
	S&P 500 Composite
	1964-2008

	Panel C - Small Capitalisation Indices

	

	Country
	Index
	Period
	
	Country
	Index
	Period

	Australia
	S&P AUS Small Cap
	1990-2008
	
	Japan
	Russell Nomura Small Cap
	1983-2008

	Canada
	S&P CAN Small Cap
	1990-2008
	
	Netherlands
	S&P NTH Small Cap
	1990-2008

	Finland
	S&P FIN Small Cap
	1990-2008
	
	Norway
	S&P NOR Small Cap
	1990-2008

	France
	S&P FRA Small Cap
	1990-2008
	
	Spain
	S&P SPA Small Cap
	1990-2008

	Germany
	S&P GER Small Cap
	1990-2008
	
	United Kingdom
	FTSE Small Cap
	1986-2008

	Hong Kong
	S&P HNK Small Cap
	1990-2008
	
	United States
	S&P 600 Small Cap (DSC*)
	1973-2008

	Italy
	S&P ITA Small Cap
	1990-2008
	
	
	
	

	* DSC stands for ‘Datastream Calculated’ which means that values for some years or other datatypes (e.g.   

  dividend yield, turnover, etc) are calculated by Datastream.

** This is a price weighted index (all other indices are value weighted indices)


V. Results

Returns by day of the week

Average returns by day of the week for the broad basket indices are presented in Table 2A. The average return is lowest on Monday in nine of the thirteen countries before 1995. Interestingly, the Monday return for the other four countries (Greece, Japan, Mexico and Spain) is lowest only after 1994. As stated before, the individual investor hypothesis does not imply that the average Monday return has to be negative, but there should be a difference between the Monday return and the Friday return.
 In this light, we find the average Monday return to be lower than the average Friday return before 1995 in all countries except Spain, although the difference is statistically insignificant in Australia, Japan, Mexico and the Netherlands.
 The dissimilar results for Spain are not very strange since Pena (1995) demonstrates that there were clearing and trading procedures in this country before 1990 that had a positive impact on the Monday return. For eleven of the thirteen countries, the difference between Monday and Friday becomes insignificant after 1994.

In view of the fact that individual investors are over-represented in the smaller capitalisation stocks (Ferreira and Matos, 2008), both small and large capitalisation indices are examined as well.
 The results are presented in Table 2B and Table 2C. In all countries we find the Monday return to be lower than the Friday return before 1995 in the small capitalisation indices, although the difference is insignificant for the Netherlands, Spain and the United Kingdom. After 1994, the Monday return is still lower than the Friday return in all countries but the difference is now insignificant in seven of the thirteen countries. In the Large capitalisation indices, no statistically significant difference is found after 1994. This is by and large in line with the individual investor hypothesis.

The short selling hypothesis predicts the average Monday return to be lower than the average Friday return as well. To examine whether this hypothesis or the individual investor hypothesis is more likely, there are four countries included which had short selling prohibitions. In Finland short selling was not allowed until 1998, in Hong Kong it was not allowed until 1996, in Norway it was not allowed until 1992, and in Greece it has never been allowed (Fabozzi, 2004, p328).
 In all these countries the average Monday return is nevertheless significantly lower than the average Friday return before 1995. Given these results, the short selling hypothesis seems rather unlikely.

	Table 2A – Return by day of the week

(Broad Basket Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Australia
	1987-1994
	-0,016
	-0,014
	0,071
	0,057
	0,026
	-0,042

	
	
	(-0,292)
	(-0,265)
	(1,299)
	(1,044)
	(0,477)
	[0,587]

	
	1995-2008
	0,060
	0,013
	0,054
	0,008
	-0,011
	0,071

	
	
	(1,671)
	(0,368)
	(1,511)
	(0,227)
	(-0,315)
	[0,160]

	
	1987-2008
	0,032
	0,003
	0,060
	0,026
	0,002
	0,030

	
	
	(1,073)
	(0,105)
	(1,993)
	(0,855)
	(0,074)
	[0,480]

	

	Canada
	1969-1994
	-0,098
	-0,010
	0,083
	0,066
	0,075
	-0,173

	
	
	(-4,735)
	(-0,478)
	(4,005)
	(3,170)
	(3,597)
	[0,000]

	
	1995-2008
	0,036
	0,002
	0,006
	-0,010
	0,101
	-0,066

	
	
	(0,869)
	(0,056)
	(0,142)
	(-0,250)
	(2,462)
	[0,260]

	
	1969-2008
	-0,051
	-0,006
	0,056
	0,039
	0,084
	-0,135

	
	
	(-2,602)
	(-0,286)
	(2,840)
	(1,985)
	(4,254)
	[0,000]

	

	Finland
	1987-1994
	-0,060
	-0,037
	0,058
	0,124
	0,082
	-0,142

	
	
	(-1,194)
	(-0,739)
	(1,144)
	(2,463)
	(1,625)
	[0,046]

	
	1995-2008
	0,082
	-0,015
	-0,098
	0,101
	0,173
	-0,092

	
	
	(1,127)
	(-0,206)
	(-1,354)
	(1,399)
	(2,394)
	[0,370]

	
	1987-2008
	0,030
	-0,023
	-0,042
	0,110
	0,140
	-0,110

	
	
	(0,607)
	(-0,464)
	(-0,836)
	(2,209)
	(2,824)
	[0,117]

	

	France
	1987-1994
	-0,191
	0,009
	0,025
	0,160
	0,107
	-0,297

	
	
	(-3,573)
	(0,177)
	(0,468)
	(3,002)
	(1,993)
	[0,000]

	
	1995-2008
	0,021
	0,068
	-0,012
	0,019
	0,040
	-0,019

	
	
	(0,413)
	(1,330)
	(-0,232)
	(0,367)
	(0,782)
	[0,794]

	
	1987-2008
	-0,056
	0,047
	0,001
	0,070
	0,064
	-0,120

	
	
	(-1,468)
	(1,233)
	(0,039)
	(1,848)
	(1,689)
	[0,026]

	

	Germany
	1973-1994
	-0,049
	0,000
	0,047
	0,051
	0,070
	-0,119

	
	
	(-1,903)
	(0,005)
	(1,848)
	(2,002)
	(2,728)
	[0,001]

	
	1995-2008
	0,057
	0,046
	-0,024
	-0,021
	0,039
	0,018

	
	
	(1,231)
	(1,000)
	(-0,515)
	(-0,442)
	(0,847)
	[0,786]

	
	1973-2008
	-0,008
	0,018
	0,020
	0,023
	0,058
	-0,066

	
	
	(-0,317)
	(0,759)
	(0,822)
	(0,979)
	(2,427)
	[0,052]

	

	Greece
	1988-1994
	-0,001
	-0,006
	-0,010
	0,119
	0,319
	-0,320

	
	
	(-0,011)
	(-0,054)
	(-0,093)
	(1,166)
	(3,126)
	[0,027]

	
	1995-2008
	-0,056
	-0,020
	0,072
	0,047
	0,116
	-0,172

	
	
	(-0,947)
	(-0,343)
	(1,211)
	(0,796)
	(1,950)
	[0,041]

	
	1988-2008
	-0,039
	-0,016
	0,047
	0,069
	0,179
	-0,218

	
	
	(-0,757)
	(-0,305)
	(0,903)
	(1,342)
	(3,452)
	[0,003]

	

	Japan
	1960-1994
	0,008
	-0,032
	0,086
	0,061
	0,059
	-0,051

	
	
	(0,412)
	(-1,557)
	(4,168)
	(2,952)
	(2,878)
	[0,081]

	
	1995-2008
	-0,042
	0,040
	-0,010
	-0,001
	-0,024
	-0,017

	
	
	(-0,834)
	(0,805)
	(-0,200)
	(-0,014)
	(-0,488)
	[0,807]

	
	1960-2008
	-0,006
	-0,011
	0,058
	0,043
	0,035
	-0,041

	
	
	(-0,284)
	(-0,558)
	(2,855)
	(2,111)
	(1,729)
	[0,155]

	Table 2A (Continued) – Return by day of the week

(Broad Basket Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Mexico
	1987-1994
	0,347
	-0,073
	0,074
	0,356
	0,436
	-0,089

	
	
	(3,571)
	(-0,751)
	(0,761)
	(3,666)
	(4,486)
	[0,518]

	
	1995-2008
	-0,042
	0,040
	-0,010
	-0,001
	-0,024
	-0,017

	
	
	(-0,834)
	(0,805)
	(-0,200)
	(-0,014)
	(-0,488)
	[0,807]

	
	1987-2008
	0,109
	0,049
	0,108
	0,197
	0,188
	-0,079

	
	
	(2,054)
	(0,925)
	(2,033)
	(3,725)
	(3,554)
	[0,289]

	

	Netherlands
	1987-1994
	-0,092
	0,071
	0,090
	0,069
	0,018
	-0,109

	
	
	(-1,869)
	(1,448)
	(1,828)
	(1,404)
	(0,358)
	[0,115]

	
	1995-2008
	0,072
	0,049
	-0,027
	-0,031
	0,030
	0,042

	
	
	(1,344)
	(0,909)
	(-0,505)
	(-0,582)
	(0,558)
	[0,579]

	
	1987-2008
	0,012
	0,057
	0,015
	0,005
	0,025
	-0,013

	
	
	(0,323)
	(1,477)
	(0,400)
	(0,137)
	(0,660)
	[0,812]

	

	Norway
	1987-1994
	-0,158
	-0,005
	0,075
	0,160
	0,143
	-0,302

	
	
	(-2,159)
	(-0,073)
	(1,028)
	(2,183)
	(1,956)
	[0,004]

	
	1995-2008
	0,064
	0,021
	-0,096
	0,073
	0,078
	-0,015

	
	
	(1,182)
	(0,388)
	(-1,785)
	(1,355)
	(1,459)
	[0,844]

	
	1987-2008
	-0,017
	0,011
	-0,034
	0,105
	0,102
	-0,119

	
	
	(-0,393)
	(0,261)
	(-0,777)
	(2,409)
	(2,352)
	[0,052]

	

	Spain
	1987-1994
	0,094
	-0,012
	-0,091
	0,036
	0,065
	0,029

	
	
	(1,726)
	(-0,217)
	(-1,662)
	(0,652)
	(1,189)
	[0,704]

	
	1995-2008
	-0,007
	0,111
	-0,004
	0,034
	0,074
	-0,081

	
	
	(-0,140)
	(2,125)
	(-0,076)
	(0,648)
	(1,420)
	[0,270]

	
	1987-2008
	0,030
	0,066
	-0,036
	0,035
	0,071
	-0,041

	
	
	(0,766)
	(1,712)
	(-0,918)
	(0,891)
	(1,829)
	[0,452]

	

	United Kingdom
	1968-1994
	-0,085
	0,079
	0,094
	0,028
	0,070
	-0,155

	
	
	(-3,079)
	(2,877)
	(3,421)
	(1,004)
	(2,542)
	[0,000]

	
	1995-2008
	0,018
	0,024
	-0,042
	0,015
	0,067
	-0,049

	
	
	(0,439)
	(0,592)
	(-1,043)
	(0,370)
	(1,641)
	[0,395]

	
	1968-2008
	-0,049
	0,060
	0,046
	0,023
	0,069
	-0,118

	
	
	(-2,136)
	(2,620)
	(2,028)
	(1,016)
	(3,010)
	[0,000]

	

	United States
	1988-1994
	-0,078
	0,007
	0,139
	0,062
	0,073
	-0,151

	
	
	(-2,316)
	(0,202)
	(4,144)
	(1,859)
	(2,179)
	[0,002]

	
	1995-2008
	-0,075
	0,062
	0,040
	0,031
	0,085
	-0,160

	
	
	(-1,488)
	(1,227)
	(0,781)
	(0,605)
	(1,673)
	[0,026]

	
	1988-2008
	-0,076
	0,044
	0,073
	0,041
	0,081
	-0,157

	
	
	(-2,141)
	(1,228)
	(2,045)
	(1,159)
	(2,273)
	[0,002]

	

	Estimated regression: (1)
[image: image7.wmf]fri

thu

wed

tue

mon

t

D

D

D

D

D

R

5

4

3

2

1

b

b

b

b

b

+

+

+

+

=

 where Rt is the simple return (%) on day t and Dmon to Dfri are dummies for the day of the week. The t-values (between parentheses) are corrected for the possible presence of heteroskedasticity and autocorrelation using the Newey-West filter in E-views. An F-test is performed on the difference between the average Monday and Friday return (p-value between brackets).

	Table 2B – Return by day of the week

(Large Capitalisation Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Australia
	1980-1994
	0,014
	-0,071
	0,063
	0,094
	0,097
	-0,084

	
	
	(0,375)
	(-1,968)
	(1,756)
	(2,632)
	(2,712)
	[0,099]

	
	1995-2008
	0,042
	0,004
	0,044
	0,014
	0,006
	0,036

	
	
	(1,229)
	(0,129)
	(1,288)
	(0,401)
	(0,182)
	[0,460]

	
	1980-2008
	0,027
	-0,034
	0,054
	0,055
	0,053
	-0,026

	
	
	(1,096)
	(-1,385)
	(2,168)
	(2,235)
	(2,150)
	[0,456]

	
	
	
	
	
	
	
	

	Canada
	1982-1994
	-0,059
	0,040
	0,083
	0,050
	0,037
	-0,096

	
	
	(-1,904)
	(1,283)
	(2,696)
	(1,621)
	(1,195)
	[0,029]

	
	1995-2008
	0,067
	0,018
	0,002
	-0,025
	0,097
	-0,031

	
	
	(1,480)
	(0,403)
	(0,047)
	(-0,545)
	(2,158)
	[0,631]

	
	1982-2008
	0,006
	0,028
	0,041
	0,011
	0,068
	-0,062

	
	
	(0,817)
	(0,305)
	(0,138)
	(0,683)
	(0,014)
	[0,115]

	
	
	
	
	
	
	
	

	Finland
	1989-1994
	-0,109
	-0,099
	0,023
	0,179
	0,080
	-0,189

	
	
	(-1,700)
	(-1,546)
	(0,364)
	(2,809)
	(1,259)
	[0,037]

	
	1995-2008
	0,057
	0,015
	-0,068
	0,035
	0,142
	-0,085

	
	
	(0,987)
	(0,251)
	(-1,164)
	(0,595)
	(2,443)
	[0,303]

	
	1989-2008
	0,004
	-0,022
	-0,038
	0,081
	0,122
	-0,118

	
	
	(0,088)
	(-0,493)
	(-0,862)
	(1,829)
	(2,747)
	[0,060]

	
	
	
	
	
	
	
	

	France
	1988-1994
	-0,217
	0,040
	0,066
	0,127
	0,075
	-0,292

	
	
	(-3,787)
	(0,688)
	(1,150)
	(2,208)
	(1,300)
	[0,000]

	
	1995-2008
	0,022
	0,072
	-0,017
	0,017
	0,032
	-0,010

	
	
	(0,688)
	(0,177)
	(0,750)
	(0,748)
	(0,552)
	[0,891]

	
	1987-2008
	-0,064
	0,057
	0,000
	0,066
	0,057
	-0,120

	
	
	(-1,550)
	(1,386)
	(0,010)
	(1,609)
	(1,381)
	[0,038]

	
	
	
	
	
	
	
	

	Germany
	1965-1994
	-0,135
	-0,006
	0,064
	0,078
	0,117
	-0,252

	
	
	(-5,395)
	(-0,226)
	(2,580)
	(3,107)
	(4,694)
	[0,000]

	
	1995-2008
	0,098
	0,073
	-0,009
	-0,010
	0,020
	0,078

	
	
	(1,719)
	(1,280)
	(-0,151)
	(-0,173)
	(0,351)
	[0,334]

	
	1965-2008
	-0,061
	0,019
	0,041
	0,050
	0,086
	-0,147

	
	
	(-2,439)
	(0,777)
	(1,655)
	(2,000)
	(3,467)
	[0,000]

	
	
	
	
	
	
	
	

	Hong Kong
	1970-1994
	-0,111
	0,021
	0,185
	0,094
	0,203
	-0,313

	
	
	(-2,115)
	(0,401)
	(3,532)
	(1,789)
	(3,878)
	[0,000]

	
	1995-2008
	0,033
	-0,001
	0,069
	-0,064
	0,116
	-0,082

	
	
	(0,516)
	(-0,010)
	(1,068)
	(-0,995)
	(1,790)
	[0,367]

	
	1969-2008
	-0,061
	0,011
	0,146
	0,036
	0,175
	-0,236

	
	
	(-1,484)
	(0,273)
	(3,566)
	(0,881)
	(4,272)
	[0,000]

	
	
	
	
	
	
	
	

	Italy
	1975-1994
	-0,030
	-0,086
	0,100
	0,129
	0,152
	-0,181

	
	
	(-0,740)
	(-2,149)
	(2,499)
	(3,203)
	(3,777)
	[0,001]

	
	1995-2008
	0,008
	0,052
	0,029
	0,035
	-0,033
	0,041

	
	
	(0,183)
	(1,176)
	(0,664)
	(0,785)
	(-0,759)
	[0,505]

	
	1975-2008
	-0,017
	-0,029
	0,073
	0,089
	0,075
	-0,092

	
	
	(-0,565)
	(-0,966)
	(2,433)
	(2,984)
	(2,516)
	[0,029]

	Table 2B (Continued) – Return by day of the week

(Large Capitalisation Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Japan
	1960-1994
	0,009
	-0,025
	0,101
	0,064
	0,047
	-0,038

	
	
	(0,369)
	(-1,066)
	(4,282)
	(2,715)
	(1,997)
	[0,250]

	
	1995-2008
	-0,025
	0,064
	-0,005
	-0,015
	-0,071
	0,046

	
	
	(0,656)
	(0,258)
	(0,935)
	(0,795)
	(0,207)
	[0,563]

	
	1960-2008
	-0,001
	0,000
	0,071
	0,042
	0,013
	-0,014

	
	
	(-0,040)
	(0,008)
	(3,044)
	(1,788)
	(0,576)
	[0,663]

	
	
	
	
	
	
	
	

	Mexico
	1988-1994
	-0,130
	0,088
	0,173
	0,421
	0,340
	-0,470

	
	
	(-1,471)
	(0,996)
	(1,954)
	(4,762)
	(3,847)
	[0,000]

	
	1995-2008
	-0,051
	0,125
	0,121
	0,099
	0,081
	-0,131

	
	
	(-0,828)
	(2,046)
	(1,985)
	(1,620)
	(1,321)
	[0,129]

	
	1988-2008
	-0,069
	0,112
	0,141
	0,209
	0,167
	-0,236

	
	
	(-1,382)
	(2,248)
	(2,822)
	(4,190)
	(3,344)
	[0,001]

	
	
	
	
	
	
	
	

	Netherlands
	1973-1994
	-0,098
	0,061
	0,064
	0,097
	0,048
	-0,145

	
	
	(-3,133)
	(1,949)
	(2,060)
	(3,125)
	(1,535)
	[0,001]

	
	1995-2008
	0,080
	0,044
	-0,038
	-0,038
	0,039
	0,041

	
	
	(1,492)
	(0,815)
	(-0,702)
	(-0,700)
	(0,729)
	[0,590]

	
	1973-2008
	-0,029
	0,055
	0,025
	0,045
	0,044
	-0,073

	
	
	(-1,016)
	(1,937)
	(0,874)
	(1,601)
	(1,563)
	[0,068]

	
	
	
	
	
	
	
	

	Norway
	1987-1994
	-0,196
	-0,013
	0,109
	0,142
	0,187
	-0,383

	
	
	(-2,623)
	(-0,179)
	(1,455)
	(1,902)
	(2,491)
	[0,000]

	
	1995-2008
	0,062
	0,021
	-0,089
	0,058
	0,083
	-0,021

	
	
	(0,001)
	(0,001)
	(0,001)
	(0,001)
	(0,001)
	[0,784]

	
	1987-2008
	-0,032
	0,008
	-0,017
	0,089
	0,121
	-0,153

	
	
	(-0,716)
	(0,191)
	(-0,382)
	(1,997)
	(2,721)
	[0,015]

	
	
	
	
	
	
	
	

	Spain
	1987-1994
	0,109
	-0,011
	-0,104
	0,044
	0,078
	0,032

	
	
	(1,919)
	(-0,188)
	(-1,835)
	(0,765)
	(1,363)
	[0,693]

	
	1995-2008
	-0,011
	0,101
	-0,002
	0,025
	0,087
	-0,098

	
	
	(-0,211)
	(1,934)
	(-0,047)
	(0,481)
	(1,666)
	[0,184]

	
	1987-2008
	0,033
	0,060
	-0,040
	0,032
	0,083
	-0,051

	
	
	(0,836)
	(1,541)
	(-1,011)
	(0,813)
	(2,135)
	[0,358]

	
	
	
	
	
	
	
	

	United Kingdom
	1984-1994
	-0,100
	0,060
	0,100
	0,034
	0,124
	-0,224

	
	
	(-2,523)
	(1,523)
	(2,525)
	(0,854)
	(3,136)
	[0,000]

	
	1995-2008
	0,029
	0,036
	-0,047
	0,009
	0,059
	-0,030

	
	
	(0,656)
	(0,809)
	(-1,058)
	(0,214)
	(1,329)
	[0,634]

	
	1984-2008
	-0,028
	0,047
	0,018
	0,020
	0,087
	-0,115

	
	
	(-0,910)
	(1,536)
	(0,584)
	(0,666)
	(2,888)
	[0,007]

	
	
	
	
	
	
	
	

	United States
	1964-1994
	-0,075
	0,029
	0,101
	0,017
	0,065
	-0,140

	
	
	(-3,500)
	(1,360)
	(4,762)
	(0,809)
	(3,072)
	[0,000]

	
	1995-2008
	0,021
	0,076
	0,010
	0,002
	0,020
	0,001

	
	
	(0,461)
	(1,686)
	(0,231)
	(0,048)
	(0,447)
	[0,992]

	
	1964-2008
	-0,047
	0,043
	0,072
	0,013
	0,050
	-0,097

	
	
	(-2,300)
	(2,094)
	(3,526)
	(0,618)
	(2,451)
	[0,001]

	Estimated regression: (1)
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 where Rt is the simple return (%) on day t and Dmon to Dfri are dummies for the day of the week. The t-values (between parentheses) are corrected for the possible presence of heteroskedasticity and autocorrelation using the Newey-West filter in E-views. An F-test is performed on the difference between the average Monday and Friday return (p-value between brackets).


	Table 2C – Return by day of the week

(Small Capitalisation Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Australia
	1990-1994
	-0,105
	0,071
	0,001
	0,038
	0,033
	-0,138

	
	
	(-2,588)
	(1,744)
	(0,016)
	(0,933)
	(0,817)
	[0,016]

	
	1995-2008
	0,006
	-0,019
	0,040
	0,026
	0,051
	-0,045

	
	
	(0,182)
	(-0,616)
	(1,263)
	(0,821)
	(1,618)
	[0,310]

	
	1990-2008
	-0,026
	0,006
	0,029
	0,029
	0,046
	-0,071

	
	
	(-1,012)
	(0,242)
	(1,132)
	(1,155)
	(1,812)
	[0,046]

	
	
	
	
	
	
	
	

	Canada
	1990-1994
	-0,125
	-0,009
	0,062
	0,045
	0,035
	-0,160

	
	
	(-4,214)
	(-0,289)
	(2,096)
	(1,500)
	(1,170)
	[0,000]

	
	1995-2008
	-0,046
	-0,044
	0,029
	0,015
	0,160
	-0,206

	
	
	(-1,286)
	(-1,243)
	(0,816)
	(0,407)
	(4,480)
	[0,000]

	
	1990-2008
	-0,068
	-0,034
	0,039
	0,023
	0,125
	-0,193

	
	
	(-2,527)
	(-1,271)
	(1,424)
	(0,851)
	(4,619)
	[0,000]

	
	
	
	
	
	
	
	

	Finland
	1990-1994
	-0,152
	0,093
	-0,037
	0,169
	0,098
	-0,250

	
	
	(-1,597)
	(0,975)
	(-0,388)
	(1,772)
	(1,028)
	[0,064]

	
	1995-2008
	0,037
	0,020
	-0,039
	-0,015
	0,134
	-0,098

	
	
	(0,887)
	(0,480)
	(-0,949)
	(-0,351)
	(3,239)
	[0,096]

	
	1990-2008
	-0,017
	0,041
	-0,039
	0,037
	0,124
	-0,141

	
	
	(-0,411)
	(1,009)
	(-0,964)
	(0,927)
	(3,092)
	[0,013]

	
	
	
	
	
	
	
	

	France
	1990-1994
	-0,140
	0,009
	0,004
	0,099
	0,076
	-0,216

	
	
	(-3,699)
	(0,238)
	(0,106)
	(2,599)
	(1,995)
	[0,000]

	
	1995-2008
	-0,002
	0,003
	0,012
	0,020
	0,091
	-0,093

	
	
	(-0,046)
	(0,076)
	(0,302)
	(0,510)
	(2,287)
	[0,099]

	
	1990-2008
	-0,041
	0,005
	0,010
	0,042
	0,087
	-0,128

	
	
	(-1,338)
	(0,155)
	(0,320)
	(1,388)
	(2,840)
	[0,003]

	
	
	
	
	
	
	
	

	Germany
	1990-1994
	-0,009
	-0,016
	-0,011
	0,015
	0,067
	-0,171

	
	
	(-0,263)
	(-0,482)
	(-0,332)
	(0,462)
	(2,055)
	[0,009]

	
	1995-2008
	0,027
	-0,016
	-0,014
	-0,014
	0,066
	-0,039

	
	
	(0,652)
	(-0,370)
	(-0,338)
	(-0,328)
	(1,572)
	[0,515]

	
	1990-2008
	-0,100
	-0,017
	-0,003
	0,089
	0,071
	-0,076

	
	
	(-2,141)
	(-0,357)
	(-0,055)
	(1,898)
	(1,531)
	[0,101]

	
	
	
	
	
	
	
	

	Hong Kong
	1990-1994
	-0,117
	0,178
	0,130
	0,016
	0,124
	-0,241

	
	
	(-1,627)
	(2,465)
	(1,797)
	(0,215)
	(1,713)
	[0,018]

	
	1995-2008
	-0,039
	-0,064
	0,037
	-0,031
	0,131
	-0,169

	
	
	(-0,742)
	(-1,234)
	(0,721)
	(-0,599)
	(2,522)
	[0,021]

	
	1990-2008
	-0,061
	0,004
	0,063
	-0,018
	0,129
	-0,190

	
	
	(-1,430)
	(0,098)
	(1,493)
	(-0,422)
	(3,033)
	[0,002]

	
	
	
	
	
	
	
	

	Italy
	1990-1994
	-0,119
	-0,070
	-0,083
	0,140
	0,104
	-0,222

	
	
	(-2,019)
	(-1,194)
	(-1,413)
	(2,392)
	(1,766)
	[0,008]

	
	1995-2008
	-0,038
	0,020
	0,015
	0,001
	0,088
	-0,126

	
	
	(-0,950)
	(0,493)
	(0,369)
	(0,027)
	(2,173)
	[0,027]

	
	1990-2008
	-0,061
	-0,005
	-0,013
	0,040
	0,092
	-0,153

	
	
	(-1,824)
	(-0,163)
	(-0,379)
	(1,209)
	(2,762)
	[0,001]

	
	
	
	
	
	
	
	

	Table 2C (Continued) – Return by day of the week

(Small Capitalisation Indices)

	
	
	β1
	β2
	β3
	β4
	β5
	β1- β5

	Japan
	1983-1994
	-0,018
	-0,046
	0,102
	0,088
	0,087
	-0,105

	
	
	(-0,519)
	(-1,330)
	(2,921)
	(2,535)
	(2,506)
	[0,033]

	
	1995-2008
	-0,036
	-0,002
	-0,012
	-0,006
	0,015
	-0,052

	
	
	(-0,766)
	(-0,036)
	(-0,254)
	(-0,124)
	(0,340)
	[0,431]

	
	1983-2008
	-0,027
	-0,022
	0,042
	0,036
	0,046
	-0,073

	
	
	(-0,949)
	(-0,769)
	(1,505)
	(1,275)
	(1,633)
	[0,068]

	
	
	
	
	
	
	
	

	Netherlands
	1990-1994
	-0,106
	0,038
	0,033
	0,087
	-0,019
	-0,087

	
	
	(-2,405)
	(0,869)
	(0,742)
	(1,969)
	(-0,434)
	[0,164]

	
	1995-2008
	0,026
	0,007
	-0,026
	-0,042
	0,073
	-0,047

	
	
	(0,620)
	(0,158)
	(-0,609)
	(-0,979)
	(1,716)
	[0,438]

	
	1990-2008
	-0,011
	0,016
	-0,009
	-0,005
	0,047
	-0,058

	
	
	(-0,332)
	(0,474)
	(-0,284)
	(-0,163)
	(1,424)
	[0,214]

	
	
	
	
	
	
	
	

	Noway
	1990-1994
	-0,438
	0,074
	0,104
	0,168
	0,024
	-0,463

	
	
	(-4,520)
	(0,765)
	(1,072)
	(1,729)
	(0,252)
	[0,001]

	
	1995-2008
	-0,015
	-0,017
	-0,054
	0,080
	0,165
	-0,181

	
	
	(-0,315)
	(-0,342)
	(-1,116)
	(1,652)
	(3,401)
	[0,009]

	
	1990-2008
	-0,135
	0,009
	-0,010
	0,105
	0,126
	-0,260

	
	
	(-3,029)
	(0,202)
	(-0,217)
	(2,362)
	(2,827)
	[0,000]

	
	
	
	
	
	
	
	

	Spain
	1990-1994
	0,011
	-0,010
	-0,109
	-0,041
	0,055
	-0,044

	
	
	(0,163)
	(-0,147)
	(-1,644)
	(-0,625)
	(0,833)
	[0,636]

	
	1995-2008
	-0,001
	0,056
	0,050
	0,011
	0,098
	-0,099

	
	
	(-0,018)
	(1,504)
	(1,345)
	(0,282)
	(2,624)
	[0,062]

	
	1990-2008
	0,003
	0,038
	0,005
	-0,004
	0,086
	-0,083

	
	
	(0,078)
	(1,150)
	(0,165)
	(-0,126)
	(2,629)
	[0,071]

	
	
	
	
	
	
	
	

	United Kingdom
	1986-1994
	-0,018
	0,029
	0,047
	0,073
	0,035
	-0,054

	
	
	(-0,591)
	(0,923)
	(1,503)
	(2,337)
	(1,138)
	[0,222]

	
	1995-2008
	-0,021
	-0,032
	-0,014
	0,022
	0,063
	-0,084

	
	
	(-0,854)
	(-1,311)
	(-0,567)
	(0,918)
	(2,601)
	[0,015]

	
	1986-2008
	-0,020
	-0,008
	0,010
	0,042
	0,052
	-0,072

	
	
	(-1,035)
	(-0,425)
	(0,518)
	(2,194)
	(2,731)
	[0,008]

	
	
	
	
	
	
	
	

	United States
	1973-1994
	-0,138
	-0,036
	0,100
	0,090
	0,111
	-0,249

	
	
	(-5,544)
	(-1,449)
	(3,993)
	(3,619)
	(4,437)
	[0,000]

	
	1995-2008
	-0,061
	0,070
	0,042
	0,026
	0,077
	-0,138

	
	
	(-1,279)
	(1,472)
	(0,890)
	(0,553)
	(1,622)
	[0,040]

	
	1973-2008
	-0,108
	0,005
	0,077
	0,065
	0,098
	-0,206

	
	
	(-4,516)
	(0,212)
	(3,229)
	(2,731)
	(4,076)
	[0,000]

	Estimated regression: (1)
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 where Rt is the simple return (%) on day t and Dmon to Dfri are dummies for the day of the week. The t-values (between parentheses) are corrected for the possible presence of heteroskedasticity and autocorrelation using the Newey-West filter in E-views. An F-test is performed on the difference between the average Monday and Friday return (p-value between brackets).


The twist on the Monday effect

According to the individual investor hypothesis, individual investors have a propensity to make sell decisions during the weekend. This would not only explain the unusually low average return on Monday, but it could also explain why these unusually low returns are mostly preceded by negative returns on Friday, since this might signify increased selling pressure. It can nevertheless be argued that the returns on two successive days tend to positively correlated anyway (Bessembinder and Hertzel, 1993). To meet with this possible objection, the Monday returns are both conditioned on the sign of the return on the previous Friday and on the sign of the return over the previous Tuesday to Friday. The results are presented in Table 3A. As expected, the average return on Monday before 1995 is significantly lower in all counties if  the return on the pervious Friday is negative. Furthermore, the difference remains significant in all countries if the Monday return is conditioned on the sign of return over the previous four days instead of Friday. After 1994, the difference becomes smaller in all countries and is insignificant in seven of the thirteen countries, whether the return is conditioned on the sign of the return on Friday or the previous four days.

The results for the large and small capitalisation indices are presented in Table 3B and    Table 3C, respectively.  In the pre-1995 period, the Monday return is lower in all countries if either the return on the previous Friday or the previous four days is negative for both the large and small capitalisation indices.
 For ten of the fourteen large capitalisation indices, the difference becomes insignificant after 1994, while the difference becomes insignificant for only one country (the United States) in the small capitalisation indices if the Monday return is conditioned on the sign of the return on the previous Friday, and for two countries (Australia and Canada) if the return is conditioned on the return over the previous four days. 

To put all this further in perspective, the average (unweighted) difference over all forty indices between a Monday following positive return on Friday and a Monday following a negative return on Friday is 0.578 percent in the pre-1995 period, in contrast with the (unweighted) average daily returns on Monday and Friday over all these indices in this period of -0.075 and 0.101 percent, respectively. What’s more, the average (unweighted) difference in the post-1994 period is still 0.419 percent for the small capitalisation indices and only 0.173 percent for the large capitalisation indices.
 This is completely in line with the findings of Keim and Stambauch (1984) who find no relation between size and the Monday return in earlier time periods, and Brusa et. al (2000) who find a positive relation between size and the Monday return in later time periods, thus supporting the individual investor hypothesis.
	Table 3A – Conditional Monday Returns

(Broad Basket Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Australia
	1987-1994
	0,165
	-0,247
	0,412
	
	0,133
	-0,213
	0,346

	
	
	(2,010)
	(-2,754)
	[0,001]
	
	(1,583)
	(-2,374)
	[0,005]

	
	1995-2008
	0,086
	0,036
	0,050
	
	0,142
	-0,029
	0,171

	
	
	(1,501)
	(0,629)
	[0,538]
	
	(2,422)
	(-0,472)
	[0,043]

	
	1987-2008
	0,116
	-0,060
	0,176
	
	0,139
	-0,094
	0,233

	
	
	(2,450)
	(-1,215)
	[0,010]
	
	(2,874)
	(-1,860)
	[0,001]

	
	
	
	
	
	
	
	
	

	Canada
	1969-1994
	0,058
	-0,326
	0,383
	
	0,019
	-0,312
	0,331

	
	
	(1,730)
	(-8,958)
	[0,001]
	
	(0,560)
	(-8,287)
	[0,005]

	
	1995-2008
	0,175
	-0,168
	0,342
	
	0,109
	-0,082
	0,192

	
	
	(2,716)
	(-2,321)
	[0,538]
	
	(1,664)
	(-1,128)
	[0,043]

	
	1969-2008
	0,100
	-0,271
	0,371
	
	0,052
	-0,229
	0,281

	
	
	(3,177)
	(-7,801)
	[0,000]
	
	(1,606)
	(-6,406)
	[0,000]

	
	
	
	
	
	
	
	
	

	Finland
	1987-1994
	0,200
	-0,376
	0,576
	
	0,144
	-0,284
	0,428

	
	
	(2,969)
	(-5,266)
	[0,000]
	
	(2,070)
	(-3,876)
	[0,000]

	
	1995-2008
	0,163
	-0,021
	0,184
	
	0,157
	-0,029
	0,186

	
	
	(1,690)
	(-0,187)
	[0,000]
	
	(1,514)
	(-0,263)
	[0,052]

	
	1987-2008
	0,176
	-0,156
	0,332
	
	0,152
	-0,122
	0,275

	
	
	(2,634)
	(-2,099)
	[0,001]
	
	(2,159)
	(-1,647)
	[0,007]

	
	
	
	
	
	
	
	
	

	France
	1987-1994
	-0,009
	-0,424
	0,415
	
	0,031
	-0,474
	0,504

	
	
	(-0,088)
	(-3,826)
	[0,005]
	
	(0,320)
	(-4,192)
	[0,001]

	
	1995-2008
	0,005
	0,031
	-0,025
	
	-0,004
	0,007
	-0,011

	
	
	(0,064)
	(0,342)
	[0,837]
	
	(-0,045)
	(0,076)
	[0,931]

	
	1987-2008
	0,000
	-0,122
	0,122
	
	0,008
	-0,148
	0,156

	
	
	(0,005)
	(-1,742)
	[0,200]
	
	(0,127)
	(-2,019)
	[0,111]

	
	
	
	
	
	
	
	
	

	Germany
	1973-1994
	0,166
	-0,299
	0,465
	
	0,112
	-0,267
	0,379

	
	
	(3,768)
	(-6,375)
	[0,000]
	
	(2,425)
	(-5,346)
	[0,000]

	
	1995-2008
	0,083
	-0,017
	0,100
	
	0,062
	-0,008
	0,069

	
	
	(1,118)
	(-0,213)
	[0,362]
	
	(0,790)
	(-0,097)
	[0,539]

	
	1973-2008
	0,133
	-0,190
	0,323
	
	0,092
	-0,161
	0,253

	
	
	(3,343)
	(-4,448)
	[0,000]
	
	(2,208)
	(-3,610)
	[0,000]

	
	
	
	
	
	
	
	
	

	Greece
	1989-1994
	0,533
	-0,667
	1,200
	
	0,704
	-0,578
	1,282

	
	
	(2,589)
	(-2,550)
	[0,000]
	
	(2,924)
	(-2,448)
	[0,000]

	
	1995-2008
	0,288
	-0,582
	0,869
	
	0,323
	-0,613
	0,936

	
	
	(3,064)
	(-5,329)
	[0,000]
	
	(3,211)
	(-5,813)
	[0,000]

	
	1989-2008
	0,363
	-0,605
	0,967
	
	0,428
	-0,602
	1,031

	
	
	(4,004)
	(-5,598)
	[0,000]
	
	(4,316)
	(-5,909)
	[0,000]

	
	
	
	
	
	
	
	
	

	Japan
	1960-1994
	0,262
	-0,257
	0,518
	
	0,218
	-0,258
	0,476

	
	
	(7,534)
	(-6,570)
	[0,000]
	
	(5,925)
	(-6,456)
	[0,000]

	
	1995-2008
	0,188
	-0,280
	0,468
	
	0,141
	-0,293
	0,434

	
	
	(1,585)
	(-2,634)
	[0,004]
	
	(1,573)
	(-3,295)
	[0,001]

	
	1960-2008
	0,210
	-0,283
	0,493
	
	0,198
	-0,268
	0,466

	
	
	(6,098)
	(-7,755)
	[0,000]
	
	(5,475)
	(-7,014)
	[0,000]

	

	Table 3A (Continued) – Conditional Monday Returns

(Broad Basket Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Mexico
	1987-1994
	0,673
	-0,144
	0,817
	
	0,662
	0,017
	0,645

	
	
	(5,594)
	(-0,905)
	[0,000]
	
	(4,978)
	(0,108)
	[0,002]

	
	1995-2008
	0,249
	-0,355
	0,604
	
	0,141
	-0,297
	0,438

	
	
	(2,714)
	(-3,497)
	[0,000]
	
	(1,481)
	(-2,695)
	[0,003]

	
	1987-2008
	0,410
	-0,291
	0,702
	
	0,322
	-0,193
	0,514

	
	
	(5,611)
	(-3,388)
	[0,000]
	
	(4,134)
	(-2,113)
	[0,000]

	
	
	
	
	
	
	
	
	

	Netherlands
	1987-1994
	0,034
	-0,257
	0,292
	
	0,135
	-0,389
	0,524

	
	
	(0,390)
	(-2,624)
	[0,028]
	
	(1,516)
	(-3,841)
	[0,000]

	
	1995-2008
	0,094
	0,029
	0,065
	
	0,030
	0,073
	-0,043

	
	
	(1,064)
	(0,303)
	[0,616]
	
	(0,326)
	(0,740)
	[0,752]

	
	1987-2008
	0,072
	-0,071
	0,144
	
	0,069
	-0,084
	0,153

	
	
	(1,115)
	(-1,008)
	[0,135]
	
	(1,023)
	(-1,148)
	[0,125]

	
	
	
	
	
	
	
	
	

	Norway
	1987-1994
	0,138
	-0,573
	0,711
	
	0,001
	-0,505
	0,506

	
	
	(1,120)
	(-4,370)
	[0,000]
	
	(0,005)
	(-3,523)
	[0,008]

	
	1995-2008
	0,187
	-0,134
	0,321
	
	0,074
	-0,027
	0,102

	
	
	(2,138)
	(-1,416)
	[0,013]
	
	(0,838)
	(-0,275)
	[0,446]

	
	1987-2008
	0,169
	-0,293
	0,462
	
	0,047
	-0,198
	0,245

	
	
	(2,369)
	(-3,808)
	[0,000]
	
	(0,652)
	(-2,406)
	[0,026]

	
	
	
	
	
	
	
	
	

	Spain
	1987-1994
	0,544
	-0,374
	0,918
	
	0,413
	-0,107
	0,521

	
	
	(5,731)
	(-3,741)
	[0,000]
	
	(4,016)
	(-1,119)
	[0,000]

	
	1995-2008
	-0,005
	-0,049
	0,044
	
	0,011
	-0,101
	0,112

	
	
	(-0,061)
	(-0,542)
	[0,718]
	
	(0,128)
	(-1,074)
	[0,372]

	
	1987-2008
	0,182
	-0,167
	0,349
	
	0,129
	-0,103
	0,232

	
	
	(2,882)
	(-2,435)
	[0,000]
	
	(1,982)
	(-1,489)
	[0,015]

	
	
	
	
	
	
	
	
	

	United Kingdom
	1969-1994
	0,104
	-0,313
	0,417
	
	-0,018
	-0,173
	0,154

	
	
	(2,389)
	(-6,694)
	[0,000]
	
	(-0,427)
	(-3,651)
	[0,016]

	
	1995-2008
	0,047
	-0,031
	0,078
	
	-0,017
	0,040
	-0,056

	
	
	(0,712)
	(-0,409)
	[0,439]
	
	(-0,242)
	(0,542)
	[0,577]

	
	1969-2008
	0,083
	-0,220
	0,303
	
	-0,018
	-0,095
	0,077

	
	
	(2,268)
	(-5,432)
	[0,000]
	
	(-0,481)
	(-2,372)
	[0,158]

	
	
	
	
	
	
	
	
	

	United States
	1988-1994
	0,122
	-0,410
	0,532
	
	0,048
	-0,323
	0,370

	
	
	(2,553)
	(-6,612)
	[0,000]
	
	(0,937)
	(-5,001)
	[0,000]

	
	1995-2008
	0,053
	-0,241
	0,294
	
	0,069
	-0,186
	0,255

	
	
	(0,676)
	(-2,670)
	[0,014]
	
	(0,878)
	(-2,119)
	[0,031]

	
	1988-2008
	0,077
	-0,291
	0,368
	
	0,061
	-0,227
	0,288

	
	
	(1,424)
	(-4,490)
	[0,000]
	
	(1,126)
	(-3,565)
	[0,001]

	 Estimated regressions: (2)
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Where Rmon is the Monday return and DR(fri)>0 and DR(fri)<0 (DR(tue-fri)>0 and DR(tue-fri)<0) represent the sign of the return on the previous Friday (Tuesday to Friday). The t-values are presented between parentheses and the p-value of the F-test on the difference are presented between brackets.


	Table 3B – Conditional Monday Returns

(Large Capitalisation Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Australia
	1980-1994
	0,201
	-0,241
	0,442
	
	0,183
	-0,201
	0,384

	
	
	(3,674)
	(-3,785)
	[0,000]
	
	(3,275)
	(-3,210)
	[0,000]

	
	1995-2008
	0,083
	0,004
	0,079
	
	0,125
	-0,049
	0,175

	
	
	(1,514)
	(0,065)
	[0,310]
	
	(2,348)
	(-0,864)
	[0,026]

	
	1980-2008
	0,147
	-0,113
	0,261
	
	0,156
	-0,126
	0,281

	
	
	(3,785)
	(-2,674)
	[0,000]
	
	(4,014)
	(-2,954)
	[0,000]

	
	
	
	
	
	
	
	
	

	Canada
	1982-1994
	0,077
	-0,237
	0,315
	
	0,079
	-0,239
	0,318

	
	
	(1,383)
	(-4,023)
	[0,000]
	
	(1,415)
	(-4,052)
	[0,000]

	
	1995-2008
	0,180
	-0,120
	0,300
	
	0,117
	-0,039
	0,157

	
	
	(2,552)
	(-1,527)
	[0,310]
	
	(1,642)
	(-0,503)
	[0,026]

	
	1982-2008
	0,132
	-0,178
	0,310
	
	0,099
	-0,138
	0,237

	
	
	(2,892)
	(-3,605)
	[0,000]
	
	(2,160)
	(-2,782)
	[0,001]

	
	
	
	
	
	
	
	
	

	Finland
	1989-1994
	0,108
	-0,418
	0,526
	
	0,097
	-0,373
	0,470

	
	
	(1,225)
	(-4,384)
	[0,000]
	
	(1,067)
	(-4,026)
	[0,000]

	
	1995-2008
	0,115
	-0,108
	0,223
	
	0,084
	-0,066
	0,151

	
	
	(1,283)
	(-1,079)
	[0,005]
	
	(0,931)
	(-0,670)
	[0,140]

	
	1989-2008
	0,113
	-0,212
	0,325
	
	0,088
	-0,172
	0,260

	
	
	(1,682)
	(-2,857)
	[0,001]
	
	(1,295)
	(-2,363)
	[0,009]

	
	
	
	
	
	
	
	
	

	France
	1987-1994
	-0,008
	-0,455
	0,447
	
	-0,008
	-0,504
	0,496

	
	
	(-0,071)
	(-3,727)
	[0,008]
	
	(-0,073)
	(-3,928)
	[0,004]

	
	1995-2008
	-0,058
	0,041
	-0,099
	
	-0,034
	0,021
	-0,054

	
	
	(-0,631)
	(0,446)
	[0,447]
	
	(-0,382)
	(0,213)
	[0,678]

	
	1987-2008
	-0,041
	-0,119
	0,078
	
	-0,025
	-0,145
	0,120

	
	
	(-0,565)
	(-1,595)
	[0,454]
	
	(-0,358)
	(-1,870)
	[0,251]

	
	
	
	
	
	
	
	
	

	Germany
	1965-1994
	0,071
	-0,428
	0,500
	
	0,032
	-0,361
	0,393

	
	
	(1,702)
	(-9,075)
	[0,000]
	
	(0,748)
	(-7,735)
	[0,000]

	
	1995-2008
	0,051
	0,094
	-0,043
	
	0,002
	0,150
	-0,148

	
	
	(0,536)
	(0,929)
	[0,756]
	
	(0,023)
	(1,482)
	[0,286]

	
	1965-2008
	0,065
	-0,246
	0,310
	
	0,022
	-0,188
	0,210

	
	
	(1,528)
	(-5,255)
	[0,000]
	
	(0,517)
	(-4,052)
	[0,001]

	
	
	
	
	
	
	
	
	

	Hong Kong
	1969-1994
	0,323
	-0,744
	1,067
	
	0,367
	-0,808
	1,175

	
	
	(3,399)
	(-7,031)
	[0,000]
	
	(3,892)
	(-7,644)
	[0,000]

	
	1995-2008
	0,231
	-0,208
	0,439
	
	0,279
	-0,263
	0,542

	
	
	(2,020)
	(-1,817)
	[0,007]
	
	(2,465)
	(-2,286)
	[0,001]

	
	1969-2008
	0,293
	-0,541
	0,833
	
	0,338
	-0,601
	0,939

	
	
	(3,956)
	(-6,817)
	[0,000]
	
	(4,607)
	(-7,581)
	[0,000]

	
	
	
	
	
	
	
	
	

	Italy
	1975-1994
	0,364
	-0,480
	0,844
	
	0,377
	-0,463
	0,840

	
	
	(4,927)
	(-5,884)
	[0,000]
	
	(5,020)
	(-5,786)
	[0,000]

	
	1995-2008
	0,220
	-0,262
	0,481
	
	0,156
	-0,200
	0,356

	
	
	(3,020)
	(-3,446)
	[0,000]
	
	(2,148)
	(-2,585)
	[0,001]

	
	1975-2008
	0,301
	-0,379
	0,681
	
	0,278
	-0,346
	0,624

	
	
	(5,757)
	(-6,727)
	[0,000]
	
	(5,267)
	(-6,140)
	[0,000]

	

	Table 3B (Continued) – Conditional Monday Returns

(Large Capitalisation Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Japan
	1960-1994
	0,191
	-0,244
	0,435
	
	0,221
	-0,280
	0,501

	
	
	(4,453)
	(-5,218)
	[0,000]
	
	(5,190)
	(-6,024)
	[0,000]

	
	1995-2008
	-0,040
	-0,060
	0,020
	
	0,069
	-0,170
	0,240

	
	
	(-0,391)
	(-0,606)
	[0,888]
	
	(0,690)
	(-1,695)
	[0,092]

	
	1960-2008
	0,132
	-0,188
	0,320
	
	0,182
	-0,248
	0,429

	
	
	(3,174)
	(-4,287)
	[0,000]
	
	(4,405)
	(-5,641)
	[0,000]

	
	
	
	
	
	
	
	
	

	Mexico
	1988-1994
	0,494
	-0,887
	1,382
	
	0,310
	-0,667
	0,977

	
	
	(3,524)
	(-5,047)
	[0,000]
	
	(2,184)
	(-3,537)
	[0,000]

	
	1995-2008
	0,208
	-0,397
	0,605
	
	0,069
	-0,170
	0,240

	
	
	(2,155)
	(-3,779)
	[0,000]
	
	(0,690)
	(-1,695)
	[0,092]

	
	1988-2008
	0,308
	-0,537
	0,845
	
	0,181
	-0,412
	0,593

	
	
	(3,855)
	(-5,917)
	[0,000]
	
	(2,288)
	(-4,328)
	[0,000]

	
	
	
	
	
	
	
	
	

	Netherlands
	1973-1994
	0,023
	-0,288
	0,312
	
	0,053
	-0,347
	0,401

	
	
	(0,440)
	(-5,043)
	[0,000]
	
	(1,038)
	(-5,937)
	[0,000]

	
	1995-2008
	0,118
	-0,013
	0,131
	
	0,012
	0,110
	-0,098

	
	
	(1,289)
	(-0,130)
	[0,336]
	
	(0,132)
	(1,121)
	[0,470]

	
	1973-2008
	0,061
	-0,179
	0,241
	
	0,038
	-0,155
	0,193

	
	
	(1,266)
	(-3,395)
	[0,001]
	
	(0,778)
	(-2,909)
	[0,008]

	
	
	
	
	
	
	
	
	

	Norway
	1987-1994
	0,150
	-0,654
	0,804
	
	-0,012
	-0,493
	0,480

	
	
	(1,169)
	(-4,748)
	[0,000]
	
	(-0,097)
	(-3,422)
	[0,013]

	
	1995-2008
	0,142
	-0,110
	0,252
	
	0,066
	-0,015
	0,081

	
	
	(1,557)
	(-1,077)
	[0,066]
	
	(0,721)
	(-0,150)
	[0,556]

	
	1987-2008
	0,145
	-0,312
	0,457
	
	0,037
	-0,188
	0,225

	
	
	(1,938)
	(-3,789)
	[0,000]
	
	(0,504)
	(-2,236)
	[0,045]

	
	
	
	
	
	
	
	
	

	Spain
	1987-1994
	0,557
	-0,289
	0,846
	
	0,446
	-0,093
	0,539

	
	
	(5,962)
	(-2,882)
	[0,000]
	
	(4,362)
	(-0,953)
	[0,000]

	
	1995-2008
	-0,055
	-0,022
	-0,033
	
	0,020
	-0,119
	0,139

	
	
	(-0,666)
	(-0,235)
	[0,794]
	
	(0,245)
	(-1,275)
	[0,263]

	
	1987-2008
	0,151
	-0,119
	0,270
	
	0,152
	-0,109
	0,261

	
	
	(2,377)
	(-1,680)
	[0,005]
	
	(2,356)
	(-1,572)
	[0,006]

	
	
	
	
	
	
	
	
	

	United Kingdom
	1984-1994
	0,014
	-0,248
	0,262
	
	-0,057
	-0,157
	0,099

	
	
	(0,241)
	(-3,811)
	[0,003]
	
	(-0,995)
	(-2,378)
	[0,257]

	
	1995-2008
	0,054
	-0,017
	0,070
	
	-0,029
	0,076
	-0,105

	
	
	(0,721)
	(-0,207)
	[0,523]
	
	(-0,384)
	(0,963)
	[0,338]

	
	1984-2008
	0,036
	-0,115
	0,150
	
	-0,042
	-0,019
	-0,023

	
	
	(0,737)
	(-2,114)
	[0,039]
	
	(-0,849)
	(-0,352)
	[0,751]

	
	
	
	
	
	
	
	
	

	United States
	1964-1994
	0,104
	-0,277
	0,381
	
	0,038
	-0,217
	0,255

	
	
	(2,539)
	(-6,415)
	[0,000]
	
	(0,948)
	(-4,847)
	[0,000]

	
	1995-2008
	0,047
	0,055
	-0,008
	
	0,073
	0,025
	0,047

	
	
	(0,641)
	(0,684)
	[0,943]
	
	(0,980)
	(0,316)
	[0,666]

	
	1964-2008
	0,085
	-0,174
	0,259
	
	0,049
	-0,139
	0,187

	
	
	(2,335)
	(-4,445)
	[0,000]
	
	(1,352)
	(-3,472)
	[0,001]

	Estimated regressions: (2)
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Where Rmon is the Monday return and DR(fri)>0 and DR(fri)<0 (DR(tue-fri)>0 and DR(tue-fri)<0) represent the sign of the return on the previous Friday (Tuesday to Friday). The t-values are presented between parentheses and the p-value of the F-test on the difference are presented between brackets.

	Table 3C – Conditional Monday Returns

(Small Capitalisation Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Australia
	1990-1994
	-0,050
	-0,251
	0,201
	
	-0,005
	-0,260
	0,255

	
	
	(-0,593)
	(-2,627)
	[0,117]
	
	(-0,061)
	(-3,184)
	[0,024]

	
	1995-2008
	0,037
	-0,045
	0,083
	
	0,142
	-0,195
	0,337

	
	
	(0,809)
	(-0,855)
	[0,240]
	
	(3,065)
	(-3,617)
	[0,000]

	
	1990-2008
	0,017
	-0,094
	0,111
	
	0,103
	-0,214
	0,317

	
	
	(0,416)
	(-2,033)
	[0,072]
	
	(2,595)
	(-4,769)
	[0,000]

	
	
	
	
	
	
	
	
	

	Canada
	1990-1994
	0,027
	-0,316
	0,342
	
	-0,003
	-0,262
	0,259

	
	
	(0,656)
	(-6,917)
	[0,117]
	
	(-0,072)
	(-5,934)
	[0,024]

	
	1995-2008
	0,123
	-0,357
	0,480
	
	0,095
	-0,303
	0,399

	
	
	(2,385)
	(-5,398)
	[0,240]
	
	(1,781)
	(-4,748)
	[0,000]

	
	1990-2008
	0,099
	-0,345
	0,444
	
	0,072
	-0,291
	0,362

	
	
	(2,500)
	(-7,042)
	[0,000]
	
	(1,733)
	(-6,163)
	[0,000]

	
	
	
	
	
	
	
	
	

	Finland
	1990-1994
	-0,165
	-0,189
	0,024
	
	-0,178
	-0,171
	-0,007

	
	
	(-1,132)
	(-1,219)
	[0,000]
	
	(-1,149)
	(-1,051)
	[0,000]

	
	1995-2008
	0,151
	-0,153
	0,304
	
	0,198
	-0,219
	0,416

	
	
	(2,503)
	(-2,147)
	[0,000]
	
	(3,120)
	(-3,082)
	[0,000]

	
	1990-2008
	0,072
	-0,164
	0,235
	
	0,103
	-0,205
	0,309

	
	
	(1,222)
	(-2,429)
	[0,009]
	
	(1,673)
	(-3,021)
	[0,001]

	
	
	
	
	
	
	
	
	

	France
	1990-1994
	0,076
	-0,409
	0,485
	
	0,117
	-0,405
	0,522

	
	
	(1,081)
	(-5,304)
	[0,000]
	
	(1,552)
	(-5,105)
	[0,000]

	
	1995-2008
	0,092
	-0,154
	0,245
	
	0,124
	-0,180
	0,304

	
	
	(1,513)
	(-2,134)
	[0,009]
	
	(1,941)
	(-2,544)
	[0,001]

	
	1990-2008
	0,088
	-0,227
	0,315
	
	0,122
	-0,240
	0,362

	
	
	(1,810)
	(-4,027)
	[0,000]
	
	(2,376)
	(-4,271)
	[0,000]

	
	
	
	
	
	
	
	
	

	Germany
	1990-1994
	0,083
	-0,357
	0,439
	
	0,080
	-0,343
	0,423

	
	
	(0,824)
	(-3,124)
	[0,004]
	
	(0,724)
	(-2,773)
	[0,011]

	
	1995-2008
	0,177
	-0,195
	0,373
	
	0,134
	-0,156
	0,290

	
	
	(2,600)
	(-2,496)
	[0,000]
	
	(1,878)
	(-1,961)
	[0,007]

	
	1990-2008
	0,151
	-0,240
	0,391
	
	0,120
	-0,205
	0,325

	
	
	(2,674)
	(-3,702)
	[0,000]
	
	(1,994)
	(-3,052)
	[0,000]

	
	
	
	
	
	
	
	
	

	Hong Kong
	1990-1994
	0,273
	-0,641
	0,914
	
	0,253
	-0,726
	0,980

	
	
	(2,094)
	(-4,453)
	[0,000]
	
	(1,903)
	(-4,489)
	[0,000]

	
	1995-2008
	0,338
	-0,532
	0,870
	
	0,278
	-0,502
	0,780

	
	
	(4,124)
	(-5,782)
	[0,000]
	
	(3,335)
	(-5,278)
	[0,000]

	
	1990-2008
	0,322
	-0,560
	0,882
	
	0,272
	-0,555
	0,826

	
	
	(4,627)
	(-7,218)
	[0,000]
	
	(3,839)
	(-6,762)
	[0,000]

	
	
	
	
	
	
	
	
	

	Italy
	1990-1994
	0,299
	-0,566
	0,865
	
	0,134
	-0,257
	0,391

	
	
	(3,081)
	(-5,443)
	[0,000]
	
	(1,209)
	(-2,287)
	[0,014]

	
	1995-2008
	0,114
	-0,263
	0,377
	
	0,137
	-0,321
	0,459

	
	
	(1,743)
	(-3,619)
	[0,000]
	
	(2,098)
	(-4,401)
	[0,000]

	
	1990-2008
	0,164
	-0,348
	0,512
	
	0,136
	-0,304
	0,440

	
	
	(2,988)
	(-5,789)
	[0,000]
	
	(2,424)
	(-4,951)
	[0,000]

	

	Table 3C (Continued) – Conditional Monday Returns

(Small Capitalisation Indices)

	
	
	Conditioned on the

previous Friday
	
	Conditioned on the

previous four days

	
	
	β1
	β2
	β1-β2
	
	β1
	β2
	β1-β2

	Japan
	1983-1994
	0,216
	-0,382
	0,597
	
	0,189
	-0,349
	0,538

	
	
	(3,698)
	(-5,451)
	[0,000]
	
	(3,099)
	(-4,387)
	[0,000]

	
	1995-2008
	0,258
	-0,406
	0,664
	
	0,259
	-0,390
	0,649

	
	
	(3,414)
	(-5,179)
	[0,000]
	
	(3,210)
	(-4,860)
	[0,000]

	
	1983-2008
	0,237
	-0,396
	0,632
	
	0,223
	-0,374
	0,596

	
	
	(4,930)
	(-7,417)
	[0,000]
	
	(4,393)
	(-6,563)
	[0,000]

	
	
	
	
	
	
	
	
	

	Netherlands
	1990-1994
	0,107
	-0,366
	0,473
	
	0,018
	-0,275
	0,293

	
	
	(1,204)
	(-3,996)
	[0,000]
	
	(0,000)
	(-2,845)
	[0,030]

	
	1995-2008
	0,150
	-0,149
	0,299
	
	0,117
	-0,112
	0,229

	
	
	(2,304)
	(-1,965)
	[0,003]
	
	(1,691)
	(-1,494)
	[0,025]

	
	1990-2008
	0,139
	-0,215
	0,353
	
	0,091
	-0,157
	0,248

	
	
	(2,606)
	(-3,562)
	[0,000]
	
	(1,606)
	(-2,605)
	[0,003]

	
	
	
	
	
	
	
	
	

	Norway
	1990-1994
	-0,239
	-0,765
	0,525
	
	-0,330
	-0,774
	0,445

	
	
	(-1,228)
	(-3,898)
	[0,058]
	
	(-1,669)
	(-3,661)
	[0,126]

	
	1995-2008
	0,158
	-0,315
	0,473
	
	0,175
	-0,349
	0,524

	
	
	(2,353)
	(-3,775)
	[0,000]
	
	(2,503)
	(-4,238)
	[0,000]

	
	1990-2008
	0,062
	-0,461
	0,523
	
	0,045
	-0,475
	0,520

	
	
	(0,874)
	(-5,540)
	[0,000]
	
	(0,609)
	(-5,604)
	[0,000]

	
	
	
	
	
	
	
	
	

	Spain
	1990-1994
	0,421
	-0,409
	0,830
	
	0,121
	-0,192
	0,313

	
	
	(3,499)
	(-3,272)
	[0,000]
	
	(2,079)
	(-2,886)
	[0,000]

	
	1995-2008
	0,078
	-0,125
	0,203
	
	0,416
	-0,223
	0,639

	
	
	(1,396)
	(-1,896)
	[0,019]
	
	(3,465)
	(-2,010)
	[0,000]

	
	1990-2008
	0,166
	-0,211
	0,377
	
	0,189
	-0,202
	0,391

	
	
	(3,164)
	(-3,556)
	[0,000]
	
	(3,565)
	(-3,527)
	[0,000]

	
	
	
	
	
	
	
	
	

	United Kingdom
	1986-1994
	0,225
	-0,320
	0,546
	
	0,201
	-0,335
	0,535

	
	
	(3,705)
	(-4,878)
	[0,000]
	
	(3,347)
	(-4,822)
	[0,000]

	
	1995-2008
	0,107
	-0,265
	0,372
	
	0,142
	-0,260
	0,402

	
	
	(3,057)
	(-5,626)
	[0,000]
	
	(3,813)
	(-6,001)
	[0,000]

	
	1986-2008
	0,148
	-0,290
	0,438
	
	0,165
	-0,289
	0,455

	
	
	(4,708)
	(-7,479)
	[0,000]
	
	(5,058)
	(-7,643)
	[0,000]

	
	
	
	
	
	
	
	
	

	United States
	1973-1994
	0,124
	-0,532
	0,656
	
	0,073
	-0,449
	0,522

	
	
	(3,131)
	(-1,128)
	[0,000]
	
	(1,770)
	(-9,210)
	[0,000]

	
	1995-2008
	0,239
	-0,461
	0,700
	
	0,039
	-0,139
	0,179

	
	
	(2,635)
	(-3,956)
	[0,000]
	
	(0,545)
	(-1,729)
	[0,099]

	
	1973-2008
	0,142
	-0,522
	0,664
	
	0,060
	-0,323
	0,383

	
	
	(3,929)
	(-1,194)
	[0,000]
	
	(1,595)
	(-7,401)
	[0,000]

	Estimated regressions: (2)
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Where Rmon is the Monday return and DR(fri)>0 and DR(fri)<0 (DR(tue-fri)>0 and DR(tue-fri)<0) represent the sign of the return on the previous Friday (Tuesday to Friday). The t-values are presented between parentheses and the p-value of the F-test on the difference are presented between brackets.


Returns by part of the month

Under the individual investor hypothesis, we suggested that the cyclical behaviour of the Monday effect in later time periods might be the result of a potential cyclical pattern in the liquidity of institutional investors. If we assume that institutions are most liquid at the turn of the month (as the turn of the month effect indicates), they are probably least liquid just before that period, i.e. in the second part of the month. If we further assume that the disappearance of the Monday effect is due to the rise of institutional investors (as the results of Chan, Leung and Wang, 2004, and Brusa and Liu, 2004, illustrate), the Monday return is expected to be lowest in the second part of the month, highest around the turn of the month and somewhere in between in the first part of the month in the post-1994 period.
The Monday returns by part of the month in the post-1994 period are presented on the left side of Table 4A, Table 4B and Table 4C.
 For all thirteen counties in the small capitalisation indices except Canada, we do indeed find the Monday return to be lowest in the second part of the month, highest around the turn of the month and somewhere in between in the first part of the month.
 For the broad basket indices and the large capitalisation indices, the Monday return is lower in the second than the first part of the month for all countries except Canada as well, but the Monday return is even lower around the turn of the month in the broad basket index of Finland and both the broad basket and the large capitalisation index of the United States. The exceptional case of Canada is not very strange, as Kunkel, Compton and Beyer (2003) demonstrate the absence of a turn of the month effect in this country during the 1990’s.

If the individual investor hypothesis is true and individual investors shift their selling activities from Friday to the following Monday, the lack of selling activities by these investors on Friday would also increase the average Friday return. Consequently, the return on this day is expected to be relatively higher in the second part of the month and relatively lower in the first part of the month. However, according to Lakonishok and Maberly (1990), institutional investors do not trade less on Friday. The return on this day might therefore be to a larger extent determined by institutional investors compared to the return on Monday.

The Friday returns by part of the month are presented on the right side of Table 4A, Table 4B and Table 4C. For eleven of the thirteen small capitalisation indices, we do indeed find the Friday return to be higher in the second than the first part of the month, the exceptions being Germany and the United States.
 For the large capitalisation indices the exceptions are Germany, the United States and Mexico and for the broad basket indices they are Germany, the United States, Mexico and the Netherlands. Interestingly, the Friday return around the turn of the month is found to be very high, both compared to the return on other Fridays and the return on Monday around the turn of the month.

	Table 4A. Monday & Friday Return by Part of the Month, 1995-2008

(Small Capitalisation Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	0,035
	>
	-0,070
	<
	0,056
	
	-0,044
	<
	0,052
	<
	0,207

	
	(0,618)
	
	(-1,212)
	
	(0,703)
	
	(-0,848)
	
	(0,981)
	
	(2,761)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	-0,101
	
	-0,054
	<
	-0,011
	
	0,035
	<
	0,177
	<
	0,385

	
	(-1,535)
	
	(-0,802)
	
	(-0,118)
	
	(0,670)
	
	(3,433)
	
	(5,294)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	0,039
	>
	-0,077
	<
	0,205
	
	-0,013
	<
	0,158
	<
	0,302

	
	(0,532)
	
	(-1,026)
	
	(1,937)
	
	(-0,186)
	
	(2,378)
	
	(3,329)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	0,046
	>
	-0,087
	<
	0,074
	
	-0,039
	<
	0,079
	<
	0,357

	
	(0,594)
	
	(-1,143)
	
	(0,683)
	
	(-0,625)
	
	(1,269)
	
	(4,063)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	0,063
	>
	-0,103
	<
	0,115
	
	0,017
	
	-0,007
	<
	0,293

	
	(0,743)
	
	(-1,207)
	
	(0,921)
	
	(0,264)
	
	(0,000)
	
	(3,214)

	
	
	
	
	
	
	
	
	
	
	
	

	Hong Kong
	-0,014
	>
	-0,157
	<
	0,127
	
	-0,020
	<
	0,138
	<
	0,378

	
	(-0,134)
	
	(-1,477)
	
	(0,850)
	
	(-0,254)
	
	(1,785)
	
	(3,501)

	
	
	
	
	
	
	
	
	
	
	
	

	Italy
	-0,061
	>
	-0,128
	<
	0,049
	
	-0,029
	<
	0,090
	<
	0,271

	
	(-0,804)
	
	(-1,678)
	
	(0,454)
	
	(-0,457)
	
	(1,452)
	
	(3,119)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	-0,015
	>
	-0,089
	<
	-0,002
	
	-0,152
	<
	0,096
	<
	0,109

	
	(-0,155)
	
	(-0,922)
	
	(-0,015)
	
	(-2,134)
	
	(1,307)
	
	(1,143)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	0,010
	>
	-0,005
	<
	0,099
	
	-0,043
	<
	0,042
	<
	0,321

	
	(0,123)
	
	(-0,064)
	
	(0,879)
	
	(-0,636)
	
	(0,621)
	
	(3,368)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	-0,066
	>
	-0,092
	<
	0,170
	
	0,051
	<
	0,134
	<
	0,447

	
	(-0,765)
	
	(-1,050)
	
	(1,379)
	
	(0,669)
	
	(1,769)
	
	(4,182)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	0,035
	>
	-0,106
	<
	0,072
	
	0,004
	<
	0,099
	<
	0,291

	
	(0,493)
	
	(-1,525)
	
	(0,699)
	
	(0,055)
	
	(1,607)
	
	(3,337)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	0,023
	>
	-0,076
	<
	0,039
	
	-0,004
	<
	0,054
	<
	0,142

	
	(0,531)
	
	(-1,664)
	
	(0,571)
	
	(-0,095)
	
	(1,362)
	
	(2,299)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	-0,047
	>
	-0,140
	<
	-0,108
	
	0,029
	
	0,003
	<
	0,244

	
	(-0,555)
	
	(-1,524)
	
	(-0,843)
	
	(0,363)
	
	(0,039)
	
	(2,207)

	
	
	
	
	
	
	
	
	
	
	
	

	Average (unweighted)
	-0,004
	>
	-0,091
	<
	0,068
	
	-0,016
	<
	0,086
	<
	0,288

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.


	Table 4B. Monday & Friday Return by Part of the Month, 1995-2008

(Broad Basket Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	0,104
	>
	0,017
	<
	0,105
	
	-0,154
	<
	0,040
	<
	0,057

	
	(1,592)
	
	(0,252)
	
	(1,149)
	
	(-2,469)
	
	(0,629)
	
	(0,635)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	0,012
	
	0,041
	
	-0,004
	
	0,014
	<
	0,070
	<
	0,293

	
	(0,152)
	
	(0,529)
	
	(-0,034)
	
	(0,197)
	
	(1,050)
	
	(3,177)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	0,102
	>
	0,014
	
	-0,020
	
	-0,092
	<
	0,170
	<
	0,722

	
	(0,868)
	
	(0,117)
	
	(-0,114)
	
	(-0,776)
	
	(1,438)
	
	(4,384)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	0,057
	>
	-0,065
	<
	0,057
	
	-0,074
	<
	0,017
	<
	0,305

	
	(0,569)
	
	(-0,640)
	
	(0,391)
	
	(-0,864)
	
	(0,201)
	
	(2,518)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	0,105
	>
	-0,032
	<
	0,060
	
	0,003
	
	-0,072
	<
	0,304

	
	(1,179)
	
	(-0,353)
	
	(0,456)
	
	(0,037)
	
	(-0,989)
	
	(2,860)

	
	
	
	
	
	
	
	
	
	
	
	

	Greece
	0,082
	>
	-0,287
	<
	0,068
	
	-0,026
	<
	0,157
	<
	0,194

	
	(0,686)
	
	(-2,366)
	
	(0,405)
	
	(-0,252)
	
	(1,537)
	
	(1,309)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	-0,039
	>
	-0,107
	<
	-0,016
	
	-0,182
	<
	0,085
	
	0,045

	
	(-0,386)
	
	(-1,031)
	
	(-0,113)
	
	(-2,156)
	
	(0,970)
	
	(0,401)

	
	
	
	
	
	
	
	
	
	
	
	

	Mexico
	-0,088
	>
	-0,133
	<
	0,166
	
	-0,012
	
	-0,122
	<
	0,295

	
	(-0,782)
	
	(-1,165)
	
	(1,000)
	
	(-0,128)
	
	(-1,284)
	
	(2,245)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	0,080
	>
	0,047
	<
	0,056
	
	-0,022
	
	-0,035
	<
	0,264

	
	(0,759)
	
	(0,435)
	
	(0,368)
	
	(-0,252)
	
	(-0,400)
	
	(2,069)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	0,048
	>
	0,041
	<
	0,152
	
	-0,100
	<
	0,054
	<
	0,336

	
	(0,453)
	
	(0,382)
	
	(1,002)
	
	(-1,096)
	
	(0,583)
	
	(2,582)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	0,066
	>
	-0,100
	<
	-0,029
	
	-0,049
	<
	0,022
	<
	0,352

	
	(0,663)
	
	(-1,013)
	
	(-0,198)
	
	(-0,529)
	
	(0,245)
	
	(2,774)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	0,009
	>
	-0,002
	<
	0,045
	
	-0,054
	<
	0,049
	<
	0,285

	
	(0,121)
	
	(-0,026)
	
	(0,373)
	
	(-0,743)
	
	(0,708)
	
	(2,647)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	-0,062
	>
	-0,151
	
	-0,166
	
	0,033
	
	-0,002
	<
	0,238

	
	(-0,674)
	
	(-1,517)
	
	(-1,181)
	
	(0,384)
	
	(-0,023)
	
	(2,023)

	
	
	
	
	
	
	
	
	
	
	
	

	Average (unweighted)
	0,041
	>
	-0,024
	<
	0,043
	
	-0,056
	<
	0,015
	<
	0,248

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.


	Table 4A. Monday & Friday Return by Part of the Month, 1995-2008

(Large Capitalisation Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	0,085
	>
	-0,002
	<
	0,026
	
	-0,062
	<
	0,083
	
	0,071

	
	(1,362)
	
	(-0,026)
	
	(0,298)
	
	(-1,347)
	
	(1,795)
	
	(1,116)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	0,038
	
	0,068
	
	-0,007
	
	0,013
	<
	0,070
	<
	0,275

	
	(0,458)
	
	(0,829)
	
	(-0,060)
	
	(0,167)
	
	(0,942)
	
	(2,671)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	0,082
	>
	0,000
	<
	0,013
	
	-0,087
	<
	0,080
	<
	0,503

	
	(0,787)
	
	(0,000)
	
	(0,086)
	
	(-0,914)
	
	(0,828)
	
	(3,754)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	0,058
	>
	-0,062
	<
	0,043
	
	-0,083
	<
	0,004
	<
	0,313

	
	(0,557)
	
	(-0,588)
	
	(0,288)
	
	(-0,925)
	
	(0,043)
	
	(2,457)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	0,106
	>
	0,033
	<
	0,096
	
	-0,006
	
	-0,093
	<
	0,305

	
	(0,969)
	
	(0,294)
	
	(0,590)
	
	(-0,061)
	
	(-0,992)
	
	(2,247)

	
	
	
	
	
	
	
	
	
	
	
	

	Hong Kong
	0,131
	>
	0,033
	<
	0,084
	
	-0,087
	<
	0,125
	<
	0,216

	
	(0,997)
	
	(0,239)
	
	(0,392)
	
	(-0,815)
	
	(1,214)
	
	(1,411)

	
	
	
	
	
	
	
	
	
	
	
	

	Italy
	0,058
	>
	-0,120
	<
	0,116
	
	-0,114
	<
	-0,048
	<
	0,076

	
	(0,688)
	
	(-1,434)
	
	(0,963)
	
	(-1,483)
	
	(-0,620)
	
	(0,705)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	0,017
	>
	-0,106
	<
	-0,042
	
	-0,178
	<
	-0,003
	
	-0,071

	
	(0,155)
	
	(-0,919)
	
	(-0,266)
	
	(-1,756)
	
	(-0,025)
	
	(-0,524)

	
	
	
	
	
	
	
	
	
	
	
	

	Mexico
	-0,094
	>
	-0,130
	<
	0,110
	
	0,021
	
	-0,046
	<
	0,275

	
	(-0,833)
	
	(-1,129)
	
	(0,651)
	
	(0,222)
	
	(-0,484)
	
	(2,071)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	0,071
	>
	0,064
	<
	0,080
	
	-0,032
	<
	-0,003
	<
	0,266

	
	(0,674)
	
	(0,590)
	
	(0,524)
	
	(-0,360)
	
	(-0,033)
	
	(2,106)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	0,065
	>
	0,047
	<
	0,165
	
	-0,106
	<
	0,052
	<
	0,354

	
	(0,595)
	
	(0,427)
	
	(1,065)
	
	(-1,117)
	
	(0,543)
	
	(2,634)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	0,058
	>
	-0,111
	<
	-0,025
	
	-0,025
	<
	0,046
	<
	0,344

	
	(0,584)
	
	(-1,131)
	
	(-0,170)
	
	(-0,276)
	
	(0,529)
	
	(2,726)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	0,015
	>
	0,014
	<
	0,047
	
	-0,069
	<
	0,038
	<
	0,291

	
	(0,182)
	
	(0,159)
	
	(0,362)
	
	(-0,874)
	
	(0,503)
	
	(2,469)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	0,064
	>
	-0,048
	
	-0,122
	
	0,021
	
	-0,030
	<
	0,073

	
	(0,759)
	
	(-0,524)
	
	(-0,951)
	
	(0,283)
	
	(-0,412)
	
	(0,706)

	
	
	
	
	
	
	
	
	
	
	
	

	Average (unweighted)
	0,058
	>
	-0,025
	<
	0,045
	
	-0,061
	<
	0,021
	<
	0,253

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.


VI. Conclusion

The occurrence of unusually low returns on Monday is a very peculiar phenomenon and has been shown to exist on stock markets around the world. After the mid-1990’s the effect seems to have disappeared. We have confirmed this disappearance internationally, but only for stocks with relatively high market capitalisation. With it, the unusually high correlation with the previous week has disappeared as well, but again, only for stocks with a relatively high market capitalisation. These findings substantially reduce the number of possible explanations, as all international aspects (i.e., the disappearance after the mid-1990’s, the size aspect and the twist) ought be taken into account when trying to explain the phenomenon. Thus, country-specific factors, like settlement procedures and market regulations seem to be improbable explanations. The root of the effect seems to be a more common factor and is probably related to the selling activities of individual investors. The evidence is inconsistent with the speculative short selling hypothesis in several ways, but foremost because we find a Monday effect in four countries which had short selling prohibitions.
In fact, the individual investor hypothesis is the only proposed explanations that is consistent with all the results. For the United States, Lakonishok and Maberly (1990) have already shown that individual investor tend to be net sellers on Monday and Abraham and Ikenberry (1994) have further shown that this tendency is more pronounced if the return on the previous week is negative. For the same country, Chan, Leung and Wang (2004) and Brusa and Liu (2004) demonstrate a potential link between the rise of institutional investors and the disappearance of the Monday effect, consistent with our findings that the Monday effect and the twist are more pronounced in small capitalisation indices after 1994. This explanation could be further examined internationally if information about the trading activities and holdings of different market participants is made available in more countries.
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Tables 5A-5C, Returns by part of the month in the pre-1995 period
	Table 5A. Monday & Friday Return by Part of the Month

(Broad Basket Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	-0,140
	
	0,025
	<
	0,035
	
	-0,021
	<
	0,151
	
	0,044

	(1987-1994)
	(-1,405)
	
	(0,174)
	
	(0,444)
	
	(-0,268)
	
	(1,290)
	
	(-0,461)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	-0,240
	
	-0,076
	<
	0,046
	
	-0,015
	<
	0,256
	
	-0,038

	(1969--1994)
	(-5,880)
	
	(-1,234)
	
	(1,356)
	
	(-0,460)
	
	(5,521)
	
	(-0,939)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	-0,096
	
	0,122
	
	0,071
	
	0,068
	<
	0,140
	
	-0,138

	(1987-1994)
	(-1,128)
	
	(1,028)
	
	(0,893)
	
	(0,851)
	
	(1,243)
	
	(-1,669)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	-0,386
	
	0,095
	
	0,057
	
	0,190
	<
	0,245
	
	-0,137

	(1987-1994)
	(-3,170)
	
	(0,527)
	
	(0,635)
	
	(2,213)
	
	(2,031)
	
	(-1,062)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	-0,143
	
	0,038
	
	0,028
	
	0,021
	<
	0,205
	
	-0,034

	(1973-1994)
	(-2,555)
	
	(0,489)
	
	(0,675)
	
	(0,504)
	
	(3,539)
	
	(-0,621)

	
	
	
	
	
	
	
	
	
	
	
	

	Greece
	0,026
	
	0,342
	
	0,332
	
	0,176
	<
	0,604
	
	-0,397

	(1989-1994)
	(0,108)
	
	(1,006)
	
	(2,315)
	
	(1,221)
	
	(3,012)
	
	(-1,663)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	-0,086
	
	0,070
	<
	0,092
	
	0,026
	<
	0,108
	
	0,024

	(1960-1994)
	(-1,914)
	
	(1,101)
	
	(2,680)
	
	(0,742)
	
	(2,324)
	
	(-0,551)

	
	
	
	
	
	
	
	
	
	
	
	

	Mexico
	0,398
	
	0,462
	<
	0,477
	
	0,747
	
	0,426
	
	0,335

	(1987-1994)
	(2,351)
	
	(1,788)
	
	(3,250)
	
	(5,160)
	
	(2,236)
	
	(-1,963)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	-0,275
	
	0,124
	
	0,028
	
	-0,060
	<
	0,145
	
	-0,001

	(1987-1994)
	(-2,526)
	
	(0,823)
	
	(0,388)
	
	(-0,833)
	
	(1,404)
	
	(-0,012)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	-0,324
	
	-0,166
	<
	0,023
	
	0,087
	<
	0,270
	
	-0,057

	(1987-1994)
	(-2,084)
	
	(-0,779)
	
	(0,220)
	
	(0,835)
	
	(1,836)
	
	(-0,376)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	-0,030
	
	0,303
	
	0,071
	
	0,047
	<
	0,120
	
	0,057

	(1987-1994)
	(-0,253)
	
	(1,709)
	
	(0,790)
	
	(0,549)
	
	(0,982)
	
	(-0,453)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	-0,228
	
	-0,016
	<
	0,048
	
	0,045
	
	0,036
	
	0,027

	(1969-1994)
	(-4,329)
	
	(-0,208)
	
	(1,026)
	
	(0,986)
	
	(0,504)
	
	(-0,522)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	-0,286
	
	0,146
	
	-0,054
	
	0,005
	<
	0,275
	
	0,001

	(1988-1994)
	(-4,411)
	
	(1,540)
	
	(-0,937)
	
	(0,086)
	
	(3,308)
	
	(-0,021)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.

	Table 5B. Monday & Friday Return by Part of the Month

(Small Capitalisation Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	-0,050
	>
	-0,212
	<
	-0,052
	
	0,000
	<
	0,030
	<
	0,109

	(1990-1994)
	(-0,558)
	
	(-2,324)
	
	(-0,410)
	
	(0,006)
	
	(0,453)
	
	(1,179)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	-0,076
	>
	-0,261
	<
	-0,025
	
	0,018
	
	-0,033
	<
	0,146

	(1990-1994)
	(-1,487)
	
	(-5,097)
	
	(-0,335)
	
	(0,362)
	
	(-0,683)
	
	(2,101)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	-0,273
	>
	-0,315
	<
	-0,050
	
	-0,019
	<
	-0,008
	<
	0,397

	(1990-1994)
	(-1,584)
	
	(-1,834)
	
	(-0,192)
	
	(-0,114)
	
	(-0,048)
	
	(1,783)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	-0,116
	>
	-0,275
	<
	0,039
	
	0,118
	
	0,107
	
	0,073

	(1990-1994)
	(-1,137)
	
	(-2,794)
	
	(0,266)
	
	(1,879)
	
	(1,727)
	
	(0,857)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	-0,004
	>
	-0,355
	<
	0,029
	
	0,168
	
	-0,011
	<
	0,011

	(1990-1994)
	(-0,033)
	
	(-2,691)
	
	(0,160)
	
	(2,545)
	
	(-0,164)
	
	(0,112)

	
	
	
	
	
	
	
	
	
	
	
	

	Hong Kong
	-0,078
	>
	-0,385
	<
	0,203
	
	0,231
	
	0,070
	<
	0,282

	(1990-1994)
	(-0,479)
	
	(-2,289)
	
	(0,830)
	
	(1,869)
	
	(0,558)
	
	(1,523)

	
	
	
	
	
	
	
	
	
	
	
	

	Italy
	-0,226
	>
	-0,234
	<
	0,323
	
	0,017
	<
	0,120
	<
	0,202

	(1990-1994)
	(-1,682)
	
	(-1,777)
	
	(1,680)
	
	(0,186)
	
	(1,322)
	
	(1,632)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	0,062
	>
	-0,201
	<
	0,204
	
	0,201
	
	-0,014
	<
	0,227

	(1983-1994)
	(0,802)
	
	(-2,563)
	
	(1,887)
	
	(3,583)
	
	(-0,242)
	
	(3,007)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	-0,021
	>
	-0,316
	<
	0,062
	
	0,043
	
	-0,104
	<
	-0,049

	(1990-1994)
	(-0,199)
	
	(-2,864)
	
	(0,406)
	
	(0,704)
	
	(-1,679)
	
	(-0,553)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	-0,270
	>
	-0,811
	<
	-0,446
	
	-0,017
	
	-0,045
	
	-0,109

	(1990-1994)
	(-1,177)
	
	(-3,374)
	
	(-1,367)
	
	(-0,141)
	
	(-0,351)
	
	(-0,607)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	-0,022
	>
	-0,162
	<
	0,210
	
	0,066
	
	0,061
	<
	0,061

	(1990-1994)
	(-0,141)
	
	(-1,108)
	
	(0,947)
	
	(0,674)
	
	(0,655)
	
	(0,453)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	0,034
	>
	-0,098
	<
	0,043
	
	0,014
	<
	0,023
	<
	0,125

	(1986-1994)
	(0,867)
	
	(-2,417)
	
	(0,720)
	
	(0,443)
	
	(0,777)
	
	(2,666)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	-0,042
	>
	-0,290
	<
	-0,087
	
	0,072
	
	0,005
	<
	0,319

	(1973-1994)
	(-0,827)
	
	(-5,403)
	
	(-1,127)
	
	(1,736)
	
	(0,110)
	
	(5,453)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.


	Table 5C. Monday & Friday Return by Part of the Month

(Large Capitalisation Indices)

	
	Monday Return
	
	Friday Return

	
	β1
	
	β2
	
	β3
	
	β1
	
	β2
	
	β3

	Australia
	0,128
	>
	-0,086
	<
	-0,070
	
	0,104
	
	0,052
	<
	0,260

	(1980-1994)
	(1,900)
	
	(-1,250)
	
	(-0,712)
	
	(1,941)
	
	(0,947)
	
	(3,442)

	
	
	
	
	
	
	
	
	
	
	
	

	Canada
	0,069
	>
	-0,214
	<
	-0,051
	
	0,018
	
	-0,006
	<
	0,176

	(1982-1994)
	(1,077)
	
	(-3,290)
	
	(-0,518)
	
	(0,370)
	
	(-0,121)
	
	(2,635)

	
	
	
	
	
	
	
	
	
	
	
	

	Finland
	-0,211
	
	-0,115
	<
	0,041
	
	-0,020
	<
	0,081
	<
	0,248

	(1989-1994)
	(-1,998)
	
	(-1,013)
	
	(0,261)
	
	(-0,177)
	
	(0,720)
	
	(1,590)

	
	
	
	
	
	
	
	
	
	
	
	

	France
	-0,211
	>
	-0,442
	<
	0,130
	
	0,085
	<
	0,166
	
	0,135

	(1988-1994)
	(-1,472)
	
	(-3,222)
	
	(0,628)
	
	(0,857)
	
	(1,744)
	
	(1,012)

	
	
	
	
	
	
	
	
	
	
	
	

	Germany
	-0,103
	>
	-0,260
	<
	0,012
	
	0,066
	<
	0,074
	<
	0,220

	(1965-1994)
	(-2,002)
	
	(-4,867)
	
	(0,165)
	
	(1,687)
	
	(1,808)
	
	(3,900)

	
	
	
	
	
	
	
	
	
	
	
	

	Hong Kong
	0,047
	>
	-0,281
	<
	-0,163
	
	0,141
	<
	0,153
	<
	0,353

	(1970-1994)
	(0,402)
	
	(-2,327)
	
	(-0,926)
	
	(1,710)
	
	(1,879)
	
	(2,925)

	
	
	
	
	
	
	
	
	
	
	
	

	Italy
	-0,303
	
	0,155
	
	0,066
	
	0,039
	<
	0,179
	<
	0,387

	(1975-1994)
	(-3,387)
	
	(1,764)
	
	(0,513)
	
	(0,583)
	
	(2,691)
	
	(4,039)

	
	
	
	
	
	
	
	
	
	
	
	

	Japan
	0,018
	>
	-0,124
	<
	0,123
	
	0,091
	
	0,013
	<
	0,088

	(1960-1994)
	(0,351)
	
	(-2,429)
	
	(1,699)
	
	(2,357)
	
	(0,326)
	
	(1,685)

	
	
	
	
	
	
	
	
	
	
	
	

	Mexico
	-0,224
	>
	-0,268
	<
	0,104
	
	0,303
	<
	0,378
	<
	0,419

	(1988-1994)
	(-1,180)
	
	(-1,420)
	
	(0,354)
	
	(2,210)
	
	(2,815)
	
	(2,213)

	
	
	
	
	
	
	
	
	
	
	
	

	Netherlands
	-0,028
	>
	-0,268
	<
	0,048
	
	0,053
	
	0,017
	<
	0,123

	(1973-1994)
	(-0,464)
	
	(-4,244)
	
	(0,545)
	
	(1,080)
	
	(0,338)
	
	(1,703)

	
	
	
	
	
	
	
	
	
	
	
	

	Norway
	-0,098
	>
	-0,419
	<
	-0,186
	
	0,081
	<
	0,133
	<
	0,263

	(1987-1994)
	(-0,629)
	
	(-2,570)
	
	(-0,848)
	
	(0,818)
	
	(1,316)
	
	(1,863)

	
	
	
	
	
	
	
	
	
	
	
	

	Spain
	0,087
	>
	-0,002
	<
	0,334
	
	0,059
	
	0,041
	<
	0,136

	(1987-1994)
	(0,671)
	
	(-0,015)
	
	(1,827)
	
	(0,674)
	
	(0,494)
	
	(1,173)

	
	
	
	
	
	
	
	
	
	
	
	

	United Kingdom
	-0,009
	>
	-0,294
	<
	0,081
	
	0,087
	
	0,036
	<
	0,185

	(1984-1994)
	(-0,112)
	
	(-3,741)
	
	(0,692)
	
	(1,344)
	
	(0,583)
	
	(1,901)

	
	
	
	
	
	
	
	
	
	
	
	

	United States
	0,007
	>
	-0,196
	<
	-0,069
	
	0,027
	
	-0,027
	<
	0,239

	(1964-1994)
	(0,140)
	
	(-3,941)
	
	(-0,965)
	
	(0,728)
	
	(-0,740)
	
	(4,523)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Estimated regressions : 
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   where Rmon and Rfri are the Monday and Friday return, respectively. DFirst is a dummy for the 4th to 15th of the month, DSecond  is a dummy for the 16th to 27th of the month and Dturn is a dummy for 28th, 29th, 30th, 31st ,1st, 2nd and the 3rd of the month. The signs indicate whether the pattern is conform the predictions. The statistical significance of the differences is not tested.


In this paper, we analyse four popular explanations for the Monday effect in fifteen different countries and forty indices. Only one explanations is found to be consistent with our findings. This explanation draws on the behaviour of individual investors in relation to the processing of information regarding sell transactions during the weekend. In most indices we find a significant Monday effect before 1995. In the 1995-2008 period we find no significant difference between the average return on Friday and Monday for the large capitalisation indices, but we do indeed find a significant difference for six small capitalisation indices. If the returns on Monday in this period are conditioned on the sign of the return of the previous Friday, we find a significant difference for eleven of the thirteen small capitalisation indices and only four of the fourteen large capitalisation indices.
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� The phenomenon has been documented to exist in various countries (see, e.g. Jaffe and Westerfield, 1985, Dubois and Louvet, 1996 and Tong, 2000), long time periods (Lakonishok and Smidt, 1988) and there have even been recorded similar effects in the T-bill market (Flannery en Protopapadakis, 1988) and the futures market (Dyl en Maberly, 1986), thereby almost certainly ruling out the possibility that the Monday effect is a result of extensive data mining.


� Using a sample of 13 years (1952-1965) of the Dow Jones Industrial Average Index, Merril (1966) also found that the index rose relatively more on Fridays and relatively less on Mondays. Maberly (1995) even shows that financial practitioners were aware of the Monday effect as early as the late 1920s, e.g. Kelly (1930).


� The word ‘twist’ is somewhat confusing here since no results were really ‘turned around’. The term was coined by Jaffe et. al (1989), probably to point out that the Monday effect is more complicated than was previously understood. We will nevertheless use this term to describe this aspect of the Monday effect.


� Jaffe, Westerfield and Ma (1989) not only used a sample of the S&P 500 covering more than 50 years (which they divided in two and got the same result), but they also reproduced their results for the United Kingdom, Japan, Canada and Australia.


� Liano and Lindley (1995) already produced similar results when they splitted the month in two.


� The turn of the month effect describes the phenomenon of increasing returns at the turn of the month. See e.g. Lakonishok and Smidt (1988) and Hensel and Ziemba (1996).


� In an integrated approach, Draper and Paudyal (2002) confirmed the influence of the part of the month in the United Kingdom.


� Brusa and Liu (2004) used the following samples: CRSP VW (1973-1998), DJIA (1973-1998), S&P 500 (1973-1998), NASDAQ (1972-1998) and NYSE Composite (1966-1998).


� These explanations are straightforward in the sense that they are in line with conventional asset pricing models.


� Some researchers even took a step further and tried to explain the phenomenon in conjunction with irrational behaviour of market participants. The blue Monday hypothesis (see e.g. Jacobs and Levi, 1988), for example, simply conjectures that investors are more pessimistic on Monday. These kind of behavioural approaches will not be considered in this paper since we think it is far to early to rule out the explanations that do not assume irrational behaviour.


� The authors follow the (erroneous)  reasoning of Board and Sutcliffe (1988). They reason that if a purchase is delayed from a Friday that is not the last day of the account period to the following Monday, the interest free period is reduced by three days. According to this reasoning,  there are no incentives to delay this purchase, ceteris paribus, and hence, there should be no effect on the return of these Mondays. Board and Sutcliffe (1988), however, erroneously reason that the return on these Mondays should be lower.


� See e.g. Groth, Lewellen, Schlarbaum and Lease (1979)


� Using a different approach, this was later confirmed by Sias and Starks (1995) as well, see e.g. their Figure 1.


� As has been put forward by Ogden (1990) among others


� Foremost because the outcome of this model (and market microstructure models in general) tends to be very sensitive to a change in its assumptions.


� The lowest short interest quartile contains a fair amount of stocks with no short interest. At least 63.439 firm-months of the lowest quartile (805.610 / 4) have zero short interest. That is at least 31 percent, although the mean Monday return is still significantly lower than any other day of the week for this quartile.


� They assume any difference between speculative short sales and non speculative short sales to be rendered by forming short interest quartiles within each size decile. What the authors exactly mean with short sales being ‘speculative’ is not entirely clear. From the description of their hypothesis it can be deducted they actually mean uncovered short sales since these are the positions that require close monitoring. In fact, all short sales are speculative to a certain extent because the future price of a stock is never absolutely certain.


� Even though that doesn’t mean this hypothesis is indeed consistent with the twist on the Monday effect. Overall there might be more short sales during times when selling pressure prevails (analysed on a monthly basis). But then also more short positions would be closed on Friday (thereby increasing the return on this day) and reopened the following Monday (thereby decreasing the return on this day). Hence, the difference between the Monday and Friday return would be bigger and thus the correlation between the two would be unusually low.


� Although the effect is stronger for the Monday return than for the Friday return.


� Although the average return remains negative after correction. Besides, in a regression analysis, it is examined how changes of the dependent variable are related to changes of the independent variable. The exact size of the effect of stocks going ex-dividend would therefore best be measured by using a dummy variable multiplied by the dividend yield as the independent variable and not just a dummy variable. Of course, the most straightforward method would be to examine the difference between a return index and a price index.


� In addition to Jaffe et. al (1989) and Agrawal and Tandon (1994), we will also analyse stock markets in Finland, Greece and Norway. 


� The choice of the date is arbitrary. This is because it is beyond the scope of this paper to exactly pinpoint the disappearance in every country, which seems a precarious task anyway since the effect is reported to be not very steady (in some years the average Monday returns are non negative, see e.g. Draper and Paudyal, 2002) and in light of the findings of Brusa, Liu and Schulman (2000) and Connolly (1989), the disappearance seems to be a more gradual occurrence.


� Wang, Li and Erickson’s approach (1997) is more suited for testing the possible relation with the expiration of options, but since we do not investigate this possibility (as they already ruled it out) and their last week could change in length (and thus does not always captures the same influence of the turn of the month effect), this method better suits our purpose.


� i.e.,� EMBED Equation.3  ��� where Rt is the return on day t, Pt is the closing value on day t and Pt-1 is the closing value    on the previous day


� See e.g. Ariel (1990)


� Of course, the main goal of this paper is to find a consistent explanation for the Monday effect (i.e., the abnormally low returns on Monday). The individual investor hypothesis is one such explanation, although it does not imply that the Monday return has to be negative. Besides, whether returns are above or below zero may be interesting from some asset pricing models’ point of view, but it becomes a very arbitrary point of reference when explaining anomalous differences in daily returns.


� In Australia, Japan, Mexico and The Netherlands the difference does become smaller (or even turns positive) after 1995.


� To be specific, Ferreira and Matos (2008) find institutional investors to be over-represented in stocks with higher market capitalisation. Hence, if they are relatively more institutional investors in large capitalisation stocks, there must be relatively less in small capitalisation stocks, i.e. individual investors are over-represented in small capitalisation stocks. See also Ritter (1988).


� Because Fabozzi published his book in 2004, Greece might have altered its regulations with regard to short selling in the mean while.


� However, the countries were the difference remains significant after 1994 are not all the same.  If the return on Monday is conditioned on Friday, the difference remains significant in Greece, Japan, Mexico, the United Sates, Finland and Norway, and if the return on Monday is conditioned on the previous four days, the difference remains significant in Greece, Japan, Mexico, the United Sates, Australia and Canada.


� It has to be noted though, that the difference is significant for all large capitalisation indices if the return is conditioned on the sign of the Friday return, but insignificant for tree countries (Australia, Canada and Norway) in the small capitalisation indices. If the return is conditioned on the sign of the return over the previous four days, the difference becomes insignificant for one country (the United Kingdom) in the large capitalisation indices and one country (Norway) in the small capitalisation indices. The three small capitalisation indices (of Australia, Canada and Norway), however, begin in 1990 and thus cover a relatively short pre-1995 period.


� The results are similar if the difference is conditioned on the previous four days instead of Friday: the difference over all forty indices in the pre-1995 period is 0.482 percent., the difference in the post-1994 period is 0.431 for the small capitalisation indices and 0.123 percent for the large capitalisation indices.


� We do not present here the results for the pre-1995 period. The interested reader is redirected to the end of this paper for that. As can be seen there, there is not really a systematic relation between the part of the month and the Monday or Friday return before 1995 (thus being consistent with the individual investor hypothesis, which attributes the disappearance of the Monday effect to the rise of institutional investing).


� The significance of the differences is not tested.


� Idem.
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