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Introduction

● A myriad of empirical evidence shows the day-of-
the-week effect. 

● In the U.S.:
● French (1980)
● Gibbons and Hess (1981)

● In international markets:
● Chang, Pinegar and Ravichandran (1993)

● In emerging markets: 
● Eastern European countries: Ajayi, Mehdian and Perry 

(2004)
● ASEAN countries: Lim and Chia (2010)
● Central European countries: Stavarek and Heryan (2012)
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Introduction (cont.)

● Thailand:
● Liu and Pan (1997)

● Could not find the effect.
● Kamath, Chakornpipat, and Chatrath (1998)

● Could find the effect.
● Holden, Thompson and Rungsit (2005)
● Chukwuogor and Feridun (2006)
● Lean, Smyth and Wong (2009)
● Lim and Chia (2010)
● Tangjitprom (2011)
● Sattayatham, Sopipan and Premanode (2012)

● Could find the effect.
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Introduction (cont.)

● Contributions
● We used the SET, SET50, and mai indices. 

● Examining the DoW effect for stocks of all major characteristics 
and groups 

● Acknowledging the effect’s firm-size dependence.
● We examined and tested for possible alternative 

explanations of the effect.
● Choudhry (2000):  Partly the spillover from the Japanese market 
● Brooks and Persand (2001): Partly the co-movement with the 

world market
● Thaler (1987), Pettengill (2003) and Philpot and Peterson (2011): 

Not been thoroughly reviewed
● The data are from September 2, 2002 to August 31, 2015. 
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Methodology 
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● Gibbons and Hess (1981)

Data

● Daily returns on the SET, SET50 and mai index 
portfolios 

● Period: September 2, 2002 to August 31, 2015

● Total number of observations: 3,176
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Descriptive statistics
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Empirical results 

● Day-of-the-week effects
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Alternative explanations

● Data mining [Sullivan, Timmermann and White 
(2001)]
● The DoW effect could be an artifact from data mining. 
● However, the effect was consistently found by the previous studies. 

● Holden, Thompson, and Rungsit (2005)
● Chukwuogor and Feridun (2006) 
● Lean, Smyth, and Wong (2009) 
● Lim and Chia (2010)
● Tangjitprom (2011) 
● Sattayatham, Sopipan, and Premanode (2012) 
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Alternative explanations (cont.)

● Misspecifications of the distribution and 
heteroskedasticity assumptions [Connolly (1989); 
Chen, Lee, and  Wang (2002)]
● Kamath, Chakornpipat, and Chatrath (1998) employed alternative 

estimation techniques and tests for the DoW effect in Thailand. All the 
techniques and tests gave similar results.

● This study recomputed the Wald statistics: The results remained 
unchanged even when the OLS covariance matrices were used in our 
Wald tests. 
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Alternative explanations (cont.)

● The stock-settlement procedure [Gibbons and Hess 
(1981)] and the check-clearing procedure 
[Lakonishok and Levi (1982)]
● The Friday returns are higher because of the risk-free benefits over the longer 

settlement and check clearing periods. Buyers are willing to pay more for 
stocks on Friday, hence leading to higher closing prices and positive returns. 

● The market micro structures of the main market on which the SET and SET 
50 stocks are trading and of the mai market on which the mai stocks are 
trading are the same. If two explanations were correct, the test had to have 
found the DoW effect for the mai index portfolio too. 
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Alternative explanations (cont.)

● The mispricing of stocks on Friday [Keim and 
Stambaugh (1984)]. 
● If it is the Friday mispricing, the price must reverse on 

Monday, constituting a significant, negative 
autocorrelation of the Friday return with the Monday 
return. 
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Empirical results (cont.)

● The Friday mispricing hypothesis

● The Friday mispricing cannot be the explanation. 
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Alternative explanations (cont.)

● Psychological behavior of investors [Pettengill, 
1994)]
● Investors were pessimistic on Monday and optimistic on 

Friday. 
● The psychological link cannot explain the DoW effect of 

those stocks on the main market. 
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Alternative explanations (cont.)

● Information flow effects 
● General and macro information [Pettengill and Buster 

(1994)]. 

● Micro, firm-specific information [French (1980)]
● Firm might delay the announcement of bad news until the 

weekend to avoid market disruption. 

● Low activities of institutional investors on Monday, their 
strategic planning day [Wang and Walker (2000)].
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Alternative explanations (cont.)

● Information flow effects: Micro, firm-specific information
● Re-estimation of Equation (1) using re-defined Monday 

returns that were obtained from Monday opening prices 
and Monday closing prices.
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Alternative explanations (cont.)

● Speculative short sales [Chen and Singal, 2003)]  
● Speculative short sellers did not want to hold the positions 

and take risks over weekends. So, they bought stocks to 
close their short positions, drove the prices up and, 
therefore, led to significant, positive Friday returns.
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Alternative explanations (cont.)

● Speculative short sales
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SBL not allowed SBL allowed
SET 04/30/1975 –

12/31/1997 
01/05/1998 –
08/31/2015 

SET50 08/16/1995 –
12/31/1997 

01/05/1998 –
08/31/2015 

Alternative explanations (cont.)

● Speculative short sales

● Speculative short sales could not explain the DoW
effect of the SET and SET50 index portfolios.
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Alternative explanations (cont.)

● The order-flow hypothesis [Miller (1988); Abraham 
and Ikenberry (1994)]
● Increased trading activities of individual investors on 

Monday might lead to significantly negative Monday 
returns. 

● The flows must be net buy orders that are significantly 
higher on Friday than on any other weekdays.
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Alternative explanations (cont.)

● The order-flow hypothesis [Miller (1988); Abraham 
and Ikenberry (1994)]

(I) The volume turnover ratio, i.e. the aggregate trading 
volume over market capitalization, was tested for the 
DoW effect. The model was the one in equation (1) with 
the turnover ratio substituting for the daily return.

(II) The net-buy to market-capitalization ratio was tested for 
the DoW effect for trader groups. 
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Alternative explanations (cont.)

● The order-flow hypothesis (cont.)
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Alternative explanations (cont.)

● The spillover effects [Choudhry (2000); Brooks and 
Persand (2001)]

23

Alternative explanations (cont.)

● The firm-size dependence [Brusa, Lui, and Schlman
(2000)] 
● The SET-listed small stocks, which contribute little to the value-

weighted SET index portfolio, may not have the DoW effect.
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A conclusion

● We revisited the day-of-the-week effect on the Stock 
Exchange of Thailand using daily return data on the 
SET, SET 50 and MAI index portfolios. 

● The study found the DoW effect for the SET and 
SET 50 index portfolios but not for the mai index 
portfolio. 

● Compared to the previous studies on the Thai 
market, the tests in this study are most complete. 
There is only one possible explanation—the order 
flow explanation. 
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A conclusion

● The authors tested for alternative explanations of 
the DoW effect of the SET and SET 50 index 
portfolios. 

● Compared to the previous studies on the Thai 
market, the tests in this study are most complete. 
There is only one possible explanation—the order 
flow explanation. 
● The buy order flows from local institutes and foreign 

investors drove the price up, hence constituting positive 
Friday returns and the DoW effect. 

● The negative Monday return was from net selling of local 
institutes, foreign investors and local investors in a 
significantly thin market on Monday. 26

Questions and comments
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Thank you.
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Future research

● The next important questions are: 
● why local institutes and foreign investors were net buyers 

and drove the prices upward on Friday, and
● why local institutes, foreign investors and local investors 

were selling on Monday.
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