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Introduction  

The day-of-the-week effect refers to the existence of a pattern on 
the part of stock returns, whereby these returns are linked to the particular 
day of the week. The most common ones are the January Effect and the 
Day-of the-Week Effect. It is contended that the average return on Monday 
is significantly less than the average over the other days of the week. The 
last trading days of the week, particularly Friday, are characterised by 
substantially positive returns; while Monday the first trading day of the 
week differs from other days, even producing negative returns. The 
presence of such an effect would mean that equity returns are not 
independent of the day of the week, which is evidence against the random 
walk theory. 

The first three sections have been devoted respectively to the 
introductory analysis (Section I), literature survey (Section II) and database 
and methodology of the study (Section III). Section IV lays down the 
objectives and the broad hypothesis of the study while Section V deals with 
the results of the empirical tests conducted to check the day-of-the week 
effect of the Indian stock market. Section VI very briefly concludes the 
study. 
Literature Survey 

                The presence of calendar anomalies has been documented 
extensively for the last two decades in financial markets. The most 
common ones are the January Effect and the Day-of the-Week Effect. The 
day-of-the-week effect refers to the existence of a pattern on the part of 
stock returns, whereby these returns are linked to the particular day of the 
week. The day of the week patterns have been investigated extensively in 
different markets. A number of studies [Cross (1973); French (1980); 
Lakonishok and Levi (1982); Rogalski (1984); Keim and Stambaugh 
(1984); Harris (1986); Agarwal and Rivoli (1989)] document that the 
distribution of stock returns varies according to the day of the week. The 
average return on Monday is significantly less than the average over the 
other days of the week. The last trading days of the week, particularly 
Friday, are characterised by substantially positive returns; while Monday 
the first trading day of the week differs from other days, even producing 
negative returns. The presence of such an effect would mean that equity 
returns are not independent of the day of the week, which is evidence 
against the random walk theory. 

Abstract
A vast body of literature exists regarding the presence of 

seasonal effect, mainly, day-of-the-week or monthly effect in the 
stock returns of both the developed as well as the developing 
markets. This paper investigates the day-of-the-week effect on the 
Indian stock market returns. The study covers the post reform 
period from 1998 to 2005. The study uses the daily return data of 
the stocks listed on the National Stock Exchange and Bombay 
Stock Exchange. The empirical research has been conducted 
using the descriptive statistics method on the daily returns from 
both the S&P CNX Nifty index as well as BSE Sensex index. 
Results obtained indicate the significant presence of the day of the 
week effect on both the stock returns indices, though the results 
are not identical.These imply that the stock market in India is 
inefficient, and so it is possible for the investors to reap excess 
profits by timing their investments according to the day of the 
week. 
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 The focus of nearly all the studies above has 
been to check the existence of seasonal pattern in 
mean return. The relationship has been verified 
mainly in the USA. Amongst the studies investigating 
the day of the week anomaly for the US market, Cross 
(1973) studied the returns on the S&P 500 Index over 
the period of 1953 to 1970. His findings indicate that 
the mean return on Friday is higher than the mean 
return on Monday. Similar results were reported by 
French (1980) who also studied the S&P 500 Index 
for the period 1953-1977. Gibbons and Hess (1981) 
find negative Monday returns for 30 stocks of Dow 
Jones Industrial Index. Keim and Stambaugh (1984) 
further investigated the weekend effect by using 
longer time periods for various portfolios. Their results 
also confirm the findings of the previous studies. 
Several studies also attempted to explain the Monday 
effect, among them is the calendar time hypothesis, 
which states that Monday returns should be higher 
than other weekday returns because of the delay 
between trading and settlements in stocks [Gibbons 
and Hess (1981); French (1982);  Keim and 
Stambaugh (1984)]. These studies measure Monday 
return between the closing price on Friday and the 
closing price on Monday. Rogalski (1984) answers the 
question of whether prices fall between Friday close 
and Monday opening or during the day on Monday. 
He decomposes daily returns into trading and non-
trading day returns and finds that all of the average 
negative returns from Friday close to Monday close 
occur during the non-trading hours. Average trading 
day returns (open to close) are identical for all days.   
               Day-of-the-week pattern is also observed in 
other US markets. The futures market, the Treasury 
bill market and the bond market display a pattern 
similar to that of the equity market (Comell 1985; Dyl 
and Maberty 1986). Day-of-the-week effect is also 
documented for other stock markets around the world. 
Among them, Jaffe and Westerfield (1985) investigate 
the weekend effect in four developed markets, namely 
Australia, Canada, Japan and the UK. The results 
indicate the existence of weekend effect in all 
countries studied. Contrary to the previous studies of 
the US market, the lowest mean returns for both 
Japanese and Australian stock markets were found to 
be on Tuesday. Solnik and Bousquet (1990) test day 
of the week effect for Paris Bourse, reporting a strong 
and persistent negative return on Tuesday, which is in 
line with the studies on Australia and Japan. Barone 
(1990) reports similar results for the Italian stock 
market with the largest decline in stock prices 
occurring during the first two days of the week and 
more pronounced on Tuesday. More recently, 
Agarwal and Tandon (1994), Alexakis and Xanthakis 
(1995) and Balaban (1995) also showed that the 
distribution of stock returns varies by day-of-the-week 
for various countries. In sum, day-of-the-week effect 
in stock returns is a common phenomenon and 
observed across different countries and different 
types of markets, specifically the developed markets. 
             However, once again the day-of-the-week 
effect in emerging stock markets has not been 

extensively researched. Poshakwale (1996) provided 
empirical evidence on week form efficiency and the 
day-of-the-week effect in Bombay Stock Exchange 
over a period of 1987-1994. Arora and Das (2007) 
investigated the day-of-the-week effect in the stocks 
listed on the Bombay Stock Exchange and National 
Stock Exchange for the post-reform period of 
November 1994 to September 2007. They used daily 
return data for the NSE and BSE listed stocks and 
analysed the day-of-the-week effect in three different 
phases of the market i.e, ‘consolidation phase’, 
‘bearish phase’ and the ‘bullish phase’. The study 
concluded the existence of the seasonality in the form 
of the day-of-the-week effect in stock returns in India 
for 66 stocks spanning across various sectors. 
However, the-day-of-the-week effect was found to be 
absent in the bullish phase as well as the bearish 
phase, which was a departure from the previous belief 
on the existence of this effect in all phases of the 
market. Gupta (2006) examined the day-of-the-week 
effect on the Indian stock market after the introduction 
of the rolling settlements for a three-year period 2002-
2005. The results showed the returns to be the 
highest on Friday for all the Indices and provided 
evidence of the day-of-the-week effect for BSE 100 
and S&P CNX 500 indices for the Indian stock market. 
Database and Methodology 

             The series of daily returns on BSE Sensex 
and S&P CNX Nifty are tested in the study for the 
existence, if any, of the day-of-the-week effect. The 
stock return data used in this study consists of 
logarithmic first difference of the BSE Sensex and 
Nifty (S&P CNX) indices’ daily closing values. There is 
a total of 1744 observations for BSE Sensex and 
1760 observations for nifty (S&P CNX) ranging from 
1st April, 1998 to 31st March, 2005. If there is no day-
of-the-week effect, then the mean return found at the 
end of each day of the week would be statistically 
same. 
Objectives and Hypothesis of the Study 

 The objective of the study is to test whether 
one can obtain abnormal profit by trading on the basis 
of the day of the week. Thus, we have the single –line 
hypothesis for the study as: The Indian stock market 
is devoid of the day-of-the week effect i.e., excess 
profit will not accrue to aninvestor by trading on any 
particular day of the week. 
 Thus, we have the single- line hypothesis for 
the study as: 
 The Indian stock market is devoid of the day-
of-the-week effect i.e., excess profit will not accrue to 
an investor by trading on any particular day of the 
week. 
Empirical Results  

               Table 1 reports the estimated values of a 
few preliminary descriptive statistics for the entire 
study period as well as for both the sub-periods of the 
financial time-periods A and B on the daily returns of  
the BSE Sensex and the S&P CNX Nifty indices. 
Table 2, on the other hand, gives the day-wise figures 
of those statistics for the sub-periods I and II of the 
financial time period A for the NSE Nifty index while 
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Table 3 gives the corresponding figures for the time 
period B. The respective values for the BSE Sensex 
are given in Table 4 for period A and in Table 5 for 
period B. Table 6 depicts the day-wise statistics over 
the entire period for the Nifty index while the 
corresponding figures for the BSE Sensex index is 
presented in Table 7. 
               From Table 1, we find that the mean return 
for both the indices is -0.004 if the entire period of 
study is considered which is statistically insignificant. 
The daily return series for both the indices are 
positively skewed at 1% level of significance and 
follow leptokurtic distribution, again being significant 
at 1% level of significance. Thus over the entire study 
period, the daily return curves for both BSE Sensex 
and NSE Nifty indices for all days taken together, do 
not conform to a normal distribution. If we consider 
the financial time periods A and B, we find that the 
average daily returns of both the indices are 
significantly different from zero for both the sub-
periods. The skewness values are significant for the 
sub-period II of both the indices for both A and B (at 
1% level of significance), however it is significant at 
5% level for only sub-period I of the BSE Sensex 
index and insignificant otherwise. The kurtosis values 
are significantly different from three for all the sub-
periods for both the indices at 1% level of 
significance. Thus, the daily return series for all days 
taken together of neither the BSE Sensex nor NSE 
Nifty indices conform to a normal curve. 
                We now consider the day-wise mean, 
skewness and kurtosis values for the Nifty index in 
Tables 2 and 3. We find that the average daily Nifty 
return for almost each day of the week is not 
significantly different from zero for the sub-periods I 
and II of time period A (except for Tuesday which has 
a mean daily return for sub-period I significant at 1% 
while the corresponding value for Thursday is 
significant at 5%) as seen in Table 2. Similar results 
also hold for both the sub-periods of time-period B 
(Table 3). However, the weekend mean returns 
(average daily return on Thursdays and Fridays) are 
substantially positive than the average daily returns at 
the beginning of the week (Mondays and Tuesdays). 
We observe the highest return on Thursday and the 
lowest returns on Monday.  This is true for both the 
sub-periods I and II of both the time periods A and B 
i.e, whether a gap of one year is introduced or not 
while evaluating the daily returns of the Nifty index. 
The skewness and kurtosis values are significant for 
the daily returns of each day of the week for nearly 
the sub-periods I and II of both A and B for the NSE 
Nifty index (Table 2 and 3). Thus, the distributions for 
the daily Nifty returns do not conform to a normal 
distribution for either any one of the days. 
             Considering the corresponding values for the 
BSE Sensex index in Tables 4 and 5, we find that the 
average daily return for each day of the week for the 
sub-periods I and II of both A and B time periods is 
not significantly different from zero (except that 
Tuesday mean returns in sub-period I of time-period A 
has significant negative returns while Thursday mean 
returns in sub-period I of time-period B has significant 

positive returns). Nonetheless, we once again find, as 
in case of NSE Nifty index, the daily average returns 
at the end of the week (Thursday and Friday) is 
substantially greater than that at the beginning of the 
week. The kurtosis values being significant for both 
the sub-periods corresponding to each day of the 
week in case of both the time periods A and B, along 
with most of the significant skewness values, leads us 
to conclude that the daily return curve for the BSE 
Sensex index for neither of the days conform to a 
normal curve. 
               When the return for each day is analysed 
over the entire period of study for the BSE Sensex 
index, the findings, as given in Table 7, indicate that 
Friday has a mean return of .009% while Monday has 
a mean return of -.15% (the Monday returns are 
statistically significant at 10% level). On the other 
hand, the returns for Wednesday and Thursday are 
positive. However, the returns are not statistically 
significantly different from zero. Skewness for all days 
taken together as well as for each day for the entire 
period (except for Monday and Thursday) is 
statistically significant at 1% level while for 
Wednesday it is significant at 5% level. Furthermore 
all the results for excess kurtosis are also significant 
at 1% level. Thus over the entire period, the curves 
corresponding to each day of the week for daily return 
data of the BSE Sensex index does not conform to a 
normal curve. Similar results also hold for the NSE 
Nifty index.  The corresponding figures for S&P CNX 
Nifty index is presented in Table 6. The mean return 
for the seven-year period on Nifty index is -0.0004 
while the standard deviation of the return is 0.01660. 
On comparison with the BSE Sensex return over the 
same period, we find that not only the mean return is 
the same but also the variation is negligibly less. The 
skewness and kurtosis measures over the entire 
period are 0.396 and 4.430. Both of them are 
statistically significant at 1% level. When the return for 
each day is analysed over the entire period, the 
results show that Monday has an average return of 
0.02% while Friday has a mean return of 0.08%. This 
is similar to result obtained on the BSE Sensex index 
and exactly in accordance with the available literature 
on the day-of-the-week effect. The lowest return 
occurs on Tuesday (-.34%) while the maximum return 
on the Nifty index occurs on Thursday (.12%)[ which 
is the same as on BSE Sensex index]. Standard 
deviation is also not the same throughout -- the first 
and the last two trading days of the week report the 
highest variation while the middle of the week is the 
comparatively stable. Skewness measures for all days 
are statistically significantly different from zero at 1% 
level of significance except for Monday when it is 
insignificant. Kurtosis measures are significant at 1% 
level for all five days of the week for Nifty returns. 
Thus the daily return data over the entire period, for 
each day of the week for the Nifty index does not 
follow a normal distribution. Consequently, the non-
normal frequency distributions of the daily stock return 
series for both the indices deviate from the prior 
condition of the random walk model.  
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Conclusion 

We can, therefore, conclude that the analysis 
of the daily return data for each day of the week for 
both the BSE Sensex and NSE Nifty indices does 
confirm the existence of week-end effect in the Indian 
stock market. The mean daily returns for both the 
indices for the sub-periods as well as the entire period 
is substantially greater on Thursdays and Fridays 
(also positive) than that on Mondays and Tuesdays 
(which has negative returns).The variability of the 
returns is also not the same – it is more at the 
beginning and end than at the middle of the week.This 
is in tune with the available literature on the subject of 
day-of-the-week effect [Cross (1973); Lakonishok and 
Levi (1982); Rogalski (1984); Keim and Stambaugh 
(1984); Harris (1986a, 1986b)]. 
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