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Abstract— The study investigates the existence of the day of 

the week effect in India’s Automobile sector. The study 

utilises the Daily return data of the Bombay Stock 

Exchange’s Auto Index for the period ranging from April 

2004 to March 2015 for analysis. The collected secondary 

data are analysed by applying Descriptive statistics and 

Ordinary Least Square (OLS). The outcomes of the study 

confirm the existence of seasonality in stock returns in India 

and prevalence of the day of the week effect in Automobile 

sector. The outcomes of the study confirm that the stock 

market for the Indian automobile sector is inefficient. 

Hence, investors can time their share investments to 

improve returns. 
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I. INTRODUCTION 

Efficient Market Hypothesis (EMH) states that all stocks are 

inherently reasonably priced, which implies that abnormal 

returns cannot be earned above the market returns. Further, 

future stock returns follow a random walk form (i.e) it 

cannot be estimated. It means that all stocks are priced 

efficiently to completely reflect all the availed information 

to affect the value of the stocks. It is implied that past prices 

should have no predictive influence over future prices. 

However, in the context of the stock markets, especially in 

the case of equity returns, several Seasonal Effects, that 

create higher or lower returns depending on the time, in an 

inefficient market investor would be able to make abnormal 

profits. They are called Anomalies. It cannot be explained 

by central paradigm or asset pricing theory. In India, during 

the course of the election, a set of investors as well as 

consultants believe the stock price would decline if ruling 

party loses its majority, whereas the stock prices in India has 

raised even though the ruling government have lost their 

positions in the state election at Delhi, which implies 

anomalies prevail in India. (The financial express, February 

10, 2015) 

A. Stock Market Anomalies 

Anomalies are empirical results that seem to be inconsistent 

with maintaining theories of asset pricing activities. They 

indicate either market inadequacies or inefficiency in the 

underlying asset-pricing model. Kuhn (1970) defines an 

anomaly as a violation of the "paradigm-induced 

expectations that govern normal science" (pp. 52-53). 

Anomalies are detected through experimental analyses and 

have formed the basis for most findings in the natural 

sciences. For Kuhn, the discovery of anomalies provides the 

motivation for paradigm change within a field of study.  

B. Day of the Week Effect 

The standard assumption in EMH theory is that the 

distribution of stock returns is indistinguishable for all 

weekdays, however, stock market is shut down on Saturday 

and Sunday. This break affords the possibility of day-of- 

the-week effect. Some weekday is different from other 

weekdays in the stock market. If the day-of-the-week effect 

exists, some investors can yield an abnormal profit from it to 

make arbitrage. Different models explain the variation in the 

stock returns with the help of fundamental factors. But there 

still exists a component of unexplained variation that can be 

explained by trends in the fundamental factors, cyclical 

factors, macroeconomic news, investor expectation and 

sentiments, etc. In this paper, the effect of cyclical factors on 

stock returns in the form of day of the week effect is 

considered and found that the effect to be significant. The 

form caused by macroeconomic news can only partially 

subsume the weekend effects of stock returns. There are a 

number of factors besides investor expectations and trade 

settlement cycle that can be related to the seasonality in 

equity market returns, and why the performance of fund 

managers may vary across calendar days. For example, 

unfavourable news releases on the weekend and 

overreaction as a result of human psychology have an effect 

on stock price performance. In addition, the day of the week 

pattern returns and volumes are empirically found to be 

more pronounced for securities in which institutional 

investors play a greater role.  

C. Automobile Sector 

The Indian auto industry is one of the largest in the world 

with an annual production of 23.37 million vehicles in 

Financial Year 2014-15, following a growth of 8.68 per cent 

over the last year. The automobile industry accounts for 7.1 

per cent of the country's gross domestic product (GDP). The 

Two Wheelers segment with 81 per cent market share is the 

leader of the Indian Automobile market owing to a growing 

middle class and a young population. Moreover, the 

growing attention of the companies in exploring the rural 

markets further aided the growth of the sector. The overall 

Passenger Vehicle segment has 13 per cent market share. 

India is also a prominent auto exporter and has strong export 

growth opportunities for the near future. In Financial Year 

2014-15, automobile exports grew by 15 per cent over the 

last year. In addition, several initiatives by the Government 

of India and the major automobile players in the Indian 

market are probable to make India a leader in the Two 

Wheeler and Four Wheeler market in the world by 2020. 

II. REVIEW OF LITERATURE 

ARCHANA. S, MOHAMMED SAFEER AND DR.S. 

KEVIN (2014) in their study proves that the day of the week 
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effect prevails in Indian stock market and ascertains that 

stock prices on Monday tend to decline (i.e.) Monday 

closing stock prices are lower than previous Friday closing 

prices. CATHERINE KALAYAAN S. ALMONTE (2004) 

in his study observed that the day-of-the-week effect exists 

in the Philippine stock market as confirmed by the result of 

the Kruskal-Wallis H test. Therefore, the Philippine stock 

market showed some form of market inefficiency. DANIEL 

COHEN AND ROBERT TAYLOR (2012) in their study 

confirmed there was a day of the week effect on the London 

Stock Exchange Volatility has increased on a Monday then 

the disappearance of the day of the week effect. It is likely 

that investors have changed the timing of buying and 

selling. It is also possible that the rise in share trading on a 

Monday has caused the Monday effect to disappear. ELENA 

VALENTINA ILICA AND DRAGO OPREAA (2014) in 

their study confirmed that the day of the week effect is 

present on the Romanian stock market due to the existence 

of seasonality in the risk-return relationship. HAKAN 

BERUMENT AND HALIL KIYMAZ (2001) in their study 

found that the day of the week effect is present in both 

volatility and the return calculation. Highest and the lowest 

volatility are observed on Friday and Wednesday, 

correspondingly. HALIL KIYMAZA AND HAKAN 

BERUMENT (2002) in their study found that the day of the 

week effect anomaly is documented extensively in both 

equity and non-equity markets. The day of the week effect 

patterns in return and volatility might enable investors to 

take advantage of relatively regular shifts in the market by 

conniving trading policies, which account for such 

predictable forms. MANISH. R. PATHAK (2013) in his 

study observes that day of the week effect is not noticed in 

Indian stock market due to the increased volatility, increased 

awareness among Indian investors, Globalization of Indian 

Economy, reach of Media, the emergence of Derivatives 

segment and Increase in disposable Income. MARCUS 

DAVIDSSON, PER-OLOF BJUGGREN, DANIEL 

WIBERG AND HELENA BOHMAN (2006) in their 

empirical analysis also found support of the weekend effect 

that returns on Friday is higher than returns on Mondays; 

however this weekend effects may have been given too 

much attention. MUHAMMAD ARSHAD HAROON AND 

NIDA SHAH (2013) in their study found mixed results for 

both Sub Periods (before the election and after the election). 

Sub Period I (2004 – 2007) negates the prevalence of Day-

of-the-Week Effect due to political instability. Day-of-the-

Week Effect in Sub Period II. The argument to support this 

result might be that the period after election in 2008 - 2011 

comprised democracy and political stability in terms of 

government and fairly consistent policies. NAGESWARI. P, 

AND DR. M. SELVAM (2011) in their study found that 

there is no day of the week effect in Indian stock market.  

SIQI GUO AND ZHIQIANG WANG (2007) in their study 

found that the Day of the week effect does exists in Chinese 

stock market. TRUONG DONG LOC (2012) in his study 

derived from the regression models generally indicate that 

the day-of-the-week effects on stock returns and volatility 

are present in the Ho Chi Minh Stock Exchange, Vietnam. 

WING-KEUNG WONG, AMAN AGARWAL AND NEE-

TAT WONG (2006) in their study found that the day-of-the-

week effect, may no longer exist in the Singapore market.  

In previous studies, researchers have concentrated 

on macro level analysis on ascertaining day of the week 

effect. Based on the reviews it is understood that none of the 

papers have concentrated on sector wise analysis of day of 

the week effect. Thus in order to fill this gap the present 

study has been carried out. “DAY OF THE WEEK EFFECT 

IN AUTOMOBILE SECTOR” 

III. STATEMENT OF THE PROBLEM 

An efficient stock market can immediately process the 

information and it will be reflected on security prices. This 

Information Transmission Mechanism ensures that the stock 

returns across all Days of the Week are equal. Hence the 

market participant, the coherent financial decision maker, 

cannot earn any extra-normal profits as it is to be noted that 

the returns found only one part of the decision making 

process. Another part of decision making is the calculation 

of risk or unpredictability of returns. It is important that there 

are deviations in volatility of stock returns by the Day-of-the 

Week effect. Besides, a high (low) return is associated with a 

correspondingly high (low) volatility for a given day. If the 

investors can identify a certain pattern in volatility, then it 

would be easier to make investment decision based on both 

returns and risk.  

IV. OBJECTIVE OF THE STUDY 

To identify the existence of the Day of the Week Effect in 

Indian Automobile sector. 

V. RESEARCH METHODOLOGY 

Data required for the study is secondary in nature. 

Secondary data collected from BSE web portal for the 

period ranging between April 01st 2004 and March 31st 2015 

(Source:http://www.bseindia.com/indices/IndexArchiveData

.aspx). 

VI. FRAMEWORK OF ANALYSIS 

The collected data have been analysed by making use of 

Descriptive statistics like Mean, Standard deviation, 

Variance, Skewness, Kurtosis  

A. Shapiro-Wilk test  

The Shapiro-Wilk test, whether a random sample, x1, x2, …, 

xn comes from (specifically) a normal distribution. 

B. Ordinary Least Squares Regression (OLS) 

Ordinary Least Squares (OLS) is a statistical technique 

which efforts to find the function which most closely 

approximates the data (a "best fit").  

VII. LIMITATION 

Considering the continuity of data, only BSE Auto Index 

have been selected for the study. Hence, utmost care is to be 

exercised while generalizing the result. 

A. Analysis and Interpretation 

 
Mon

day 

Tues

day 

Wednes

day 

Thurs

day 

Frida

y 

Mean .0293 .0435 .0774 .0832 .0711 

Std. 

Deviat

1.718

52 

1.495

99 
1.41072 

1.4805

9 

1.636

60 
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ion 

Varian

ce 
2.953 2.238 1.990 2.192 2.678 

Skewn

ess 
-.817 .007 -.179 -.575 -.748 

Kurtos

is 
6.222 2.260 1.009 3.524 6.107 

Shapir

o-Wilk 
.000 .000 .000 .000 .000 

Source – Database collected from BSE website and 

computed. 

Table 1: BSE AUTO INDEX – Descriptive statistics 

Thus, it is inferred from the above table 1 that high 

level of mean returns is noticed on Thursday (.0832) and 

low level mean return is found during Monday (.0293). 

Comparing to variance, high level of volatility was noticed 

on Monday (2.953) and low level of volatility was noticed 

on Wednesday (1.990). Hence investors are advised to sell 

their stocks on Thursday and they prefer to buy their shares 

on Monday. 

Further, the result of Skewness test discloses that 

returns were found positive on Tuesday, whereas negative 

returns are noticed in the rest of the day. The Kurtosis of 

BSE Auto index returns were found leptokurtic in Monday 

returns (6.222), Friday returns (6.107) and Thursday returns 

(3.524). Its kurtosis value is greater than 3. The other day 

returns were found platykurtic as its kurtosis values are less 

than 3. Thus, it is inferred that the BSE AUTO index returns 

are mere leptokurtic. As the P-value of shapiro Wilk test of 

BSE AUTO index returns is less than 0.05, it is clearly 

proved that the data are not normally distributed there is an 

anomaly in the BSE AUTO INDEX. 

B. Determinants of Day of the Week Effect - Ordinary 

Least Squares Regression (OLS) 

To measure day of the week effect, OLS is employed. 

Friday return is introducing as dependent variable and the 

rest of the day, namely Monday, Tuesday, Wednesday and 

Thursday are considered as an independent variable. 

 
Coefficie

nt 

Std. 

Error 
t-ratio 

p-

value 
 

Constant 
0.066740

4 

0.07026

62 

0.949

8 
0.3426  

MONDAY 
0.079218

7 

0.04085

53 

1.939

0 
0.0430 * 

TUESDAY 0.138222 
0.04660

35 

2.965

9 
0.0032 

*

* 

WEDNESD

AY 

−0.04562

4 

0.05023

94 

−0.90

81 
0.3642  

THURSDA

Y 

−0.00930

286 

0.04788

78 

−0.19

43 
0.8460  

R-squared 0.024349 
Adjusted R-

squared 

0.0170

13 
 

F (4, 532) 3.319249 P-value(F) 
0.0106

18 
 

Source – Database collected from BSE web portal and 

computed. 

Table 2: Determinants of Day of the Week Effect 

The result of OLS disclose that Monday return is 

found to be significant at the 5 percent level and Tuesday 

return is found to be significant at the 1 percent level. 

Variables which are significant are discussed below. 

1) Monday 

The regression coefficient indicates that Monday returns 

positively influences Friday returns.  The value of the 

regression coefficient indicates that a unit of increase in 

Monday return shall increase Friday return by 0.079 units. 

Higher rate of return on Monday leads to a higher rate of 

return on Friday.  

2) Tuesday  

The regression coefficient indicates that Tuesday returns 

positively influence Friday returns. The value of the 

regression coefficient indicates that a unit of increase in 

Tuesday return shall increase Friday return by 0.014 units. 

Higher rate of return on Tuesday leads to a higher rate of 

return on Friday.  

The value of R2 is found to be significant at one 

per cent level. This shows that the regression equation 

framed is a good fit.  Around 24.30 per cent of variation in 

Friday return is due to the select variables.  

VIII. FINDINGS 

 BSE Auto index highest mean return was noticed on 

Thursday. Lowest mean return noticed on Monday, 

unfavourable news releases are found on the weekend. 

 High volatility was noticed on Monday and low level 

of volatility was noticed on Wednesday, over reaction 

as a result of human psychology has an effect on stock 

price performance. 

 Skewness test discloses that returns were found 

positive on Tuesday, whereas negative returns are 

noticed on the rest of the days. 

 The Kurtosis of BSE Auto index returns were found 

leptokurtic in Monday, Friday and Thursday returns. 

The other day returns were found to be platykurtic. 

 Shapiro-Wilk test clearly proved the BSE Auto index 

data are not normally distributed. 

 The value of R2 is found to be significant at one per 

cent level. This shows that the regression equation 

framed is a good fit.  Around 24.30 per cent of 

variation in Friday return is due to the select variables. 

 The result of OLS discloses that Monday return is 

found to be significant at the 5 percent level and 

Tuesday return is found to be significant at the 1 

percent level. 

IX. SUGGESTIONS 

It is necessary for the Indian investors to carefully study the 

publicly available information, because it plays a major role 

in analysing the Market Efficiency and changes in the 

market. From the analyses of the Day of the Week, it is 

suggested that investors may buy the shares on Monday and 

sell them on Thursday because they may get better returns 

than on the other days. We suggest that the user of this 

report to do homework before taking investment decision 

and not based on this report. The above outcome is based on 

a statistical tool used for analysing the anomalies in the BSE 

Auto index. There are various other factors (fundamental 

factors, cyclical factors, macroeconomic news, investor 

expectation and sentiments, etc) to be considered before 

investing. Thus it is suggested that the same can be applied 

in penny stocks or stocks in minimum numbers before going 

for trading in full. 
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X. CONCLUSION 

The research of the study raises questions on the efficient 

market hypothesis which states that stock prices are random, 

and that investors cannot make abnormal profits using 

historical prices. The day of the week effect patterns in 

return and volatility can enable investors to take advantage 

of relatively regular market shifts by designing and 

implementing trading strategies, which account for such 

predictable patterns. Specifically, our results indicate lower 

returns on Monday and maximum returns on Thursday auto 

index. So, the specific trading rule that could be conceived 

of being that one could consider buying the scripts on 

Monday (buy low) and selling them on Thursday (sell high). 

However, this tactic is essential to be implemented with 

caution. Hence it is suggested that investors could 

experiment the above policy, to start with, on small stocks 

and extend the same on blue-chips based on the risks and 

rewards. This advantages further energy as Indian markets 

are more translucent and are open to the worldwide 

investors seeking profitable trade opportunities. Hence the 

results confirm that Day of the week effect does exist in 

Indian BSE Auto index. 
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