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A B S T R A C T

This article examines the Monday effect in the Dow Jones Industrial Average (DJIA) and each of its component stocks 
for the periods of 1962 to 1982, 2003 to 2008, and 2009 to 2012. We extend our investigation over multiple time periods 
to explore whether individual component securities behave in the same way as the broader index to which they are linked 
over time. The results provide evidence to support the presence of the Monday effect in the DJIA and its component 
stocks during the early period of 1962 to 1982 while no statistically significant Monday effect is found in the latter periods 
of 2003 to 2008 and 2009 to 2012. These findings suggest that a transformation has occurred in U.S. equity markets 
such that the Monday effect has reduced or disappeared in both the market-wide index and its component stocks. We 
conclude that this transformation is perhaps due to the faster speed of dissemination of information domestically or globally; 
consequently, no trading rule that is based on daily anomalies can be exploited to generate an abnormal return.
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Ⅰ. Introduction

The efficient market hypothesis (EMH) proposed by 

Fama in the early 1960s is one of the most fundamental, 

important and debated financial hypotheses. The EMH states 

that markets adjust efficiently and accurately as information 

becomes available to market participants— reaching 

equilibrium instantaneously and eliminating possibilities for 

arbitrage and earning above-average market returns. Thus, 

it is theoretically impossible to outperform the market using 

any information that is already available except through 
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sheer luck. It follows that, for example, no daily anomalies 

can by utilized to generate abnormal returns. Since its 

introduction, the EMH has encountered serious challenges on 

theoretical and empirical grounds. On empirical grounds, a 

variety of anomalies have been discovered in stock returns 

related to days of the week, months of the year, or other 

seasonality. The Monday effect, discovered through empirical 

research, is an important anomaly that challenges the EMH. 

Past studies have examined the Monday effect by using 

different market indices, but no study has tested the presence 

of the-day-of-the-week effect in individual stocks. We believe 

that examining the Monday effect at different levels of a 

market (i.e. index and individual security) is a superior 

approach to test the validity and the basis for the existence 

of a Monday effect and other market anomalies.

This article uses standard regression analysis to examine 

the Monday effect in the Dow Jones Industrial Average 
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(DJIA) and its components over a 50-year period consisting 

of several market crashes. More specifically, the purpose of 

this article is to revisit the Monday effect to examine 1) 

statistical evidence to support the existence of the Monday 

effect in the base index over time, 2) statistical evidence 

to support the existence of the Monday effect in the 

component stocks of the base index, and 3) differences in 

the Monday effect between the base index and its 

components. We decompose the market indices into their 

components to discover which components are responsible 

for returns’ daily anomalies, and we partition the timeframe 

into three periods: 1962 to 1982, 2003 to 2008, and 2009 

to 2012. The results provide a better understanding of the 

total scope of the Monday effect and whether the index 

components behave in the same manner as the index as a 

whole in the case of seasonality. While there is statistically 

significant evidence of the Monday effect in the first 

subsample (1962 to 1982), this effect fades away in the latter 

periods of the study suggesting that the Monday effect has 

evolved over time in both the DJIA and its component stocks

The rest of this article is organized as follows: Section 

II presents a brief overview of literature on the Monday 

effect. Section III describes the data set and methodology 

utilized in this study. Section IV reports the empirical results, 

and Section V concludes the paper.

Ⅱ. Background and Literature Review

The Monday effect has been extensively investigated in 

U.S. equity markets. As early as the 1920s, practitioners 

identify the Monday effect prior to studies using 

market-return data. In 1930, Kelly cites a three-year 

statistical analysis that identifies Monday as the worst day 

to buy stocks. He specifically refers to one of the factors 

of the effect to be the weekend decision-making occurring 

in individual investor ranks. In another study, Fields (1931) 

examines conventional market wisdom and looks for a 

low-Saturday-return effect in the DJIA. Fields’ findings are 

consistent with the Monday effect in that Saturday’s average 

closings are higher than the adjacent Friday and Monday 

closings. Later, Merrill (1966) reports that for the period 

from 1952 through 1965, Monday returns are up 43% while 

returns on the other trading days of the week increase over 

50%. Similarly, Cross (1973) conducts a statistical test of 

the Monday effect and reports that the proportion of 

increases in returns on Monday is significantly lower than 

the proportion of increases on Friday.

In market return data, French (1980) studies the Standard 

and Poor (S&P) 500 Index from 1953 through 1977 finding 

a statistically significant difference in returns across 

weekdays with a significantly negative return on Monday. 

Gibbons and Hess (1981) examine the S&P 500 Index and 

equally weighted indices for the New York Stock Exchange 

(NYSE) and American Stock Exchange (AMEX) from 1962 

through 1978 and find evidence of the Monday effect. 

Likewise, Keim and Stambaugh (1984) investigate the 

weekday seasonality in the S&P 500 Index and actively 

traded over-the-counter (OTC) securities and observe 

evidence of the Monday effect. 

Bessembinder and Hertzel (1993) extend the investigation 

of the Monday effect into an earlier and longer period than 

previous studies from 1885 through 1989. They show 

consistent outcomes across the period and in each of the 

10 sub-periods studied. Siegel (1998) studies the Monday 

effect over the period from 1885 through 1997 and provides 

evidence of the Monday effect over this period. Siegel notes 

that if the Monday returns were on the average positive over 

the entire period instead of negative, the cumulative effect 

would have been a substantially positive impact on the 

DJIA’s closing level actually attained in 1997.     

As researchers investigate the Monday effect further, 

questions arise regarding whether this effect is persistent and 

consistent over time within the same market. For instance, 

Connolly (1989) examines the weekday effect from 1963 

through 1983 using the standard weekday methodology. He 

reports clear evidence of Monday effect and other weekday 

effects before 1971; however, these effects largely disappear 

in the post-1974 data although Monday returns remain 

negative. In 1993, Chang, Pinegar, and Ravichandran, 

confirm the results of the Connolly study. Kamara (1997) 

also examines the weekday effect from 1963 through 1983 

as did Connolly but focuses on both the large cap and small 

cap stocks that are part of the S&P 500 Index to explore 

whether the changes that are observed in the two previous 

studies are consistent across various types of equity 

securities. Kamara provides strong evidence that the Monday 

effect changes over time not by happenstance but rather 

likely under the influence of specific changes in equity 

market trading driven by regulatory changes.

Mehdian and Perry (2001) examine weekday returns from 

1964 to 1998 and observe instability in weekday returns in 

both the large-firm and small-firm indices. They note that 

the large-firm indices display a reversal of the previous 

Monday effect while the small-firm data produces consistent 

returns with the traditional Monday effect. In support of 

Mehdian and Perry finding’s in the post-1987 data, Brusa, 

Liu, and Schulman (2000) document the same phenomenon 
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of a reverse Monday effect in large-firm indices from 1990 

through 1994. Gondhalekar and Mehdian (2003) maintain 

that the Monday effect is related to pessimism and the 

gloomy mood of the investors who are more willing to sell 

than to buy stocks on Mondays compared to the other days 

of the week. Finally, Kohers et al. (2003), in support of 

Mehdian and Perry finding’s, document that the 

day-of-the-week effect was clearly evident in the vast 

majority of developed markets during the 1980’s, but appears 

to have faded away in the 1990’s.

Ⅲ. Data and Methodology

The data sets for this study consist of daily closing values 

of DIJA and its components that cover a 50-year period from 

1962 to 2012. 

The daily returns of both the index and the underlying 

component are calculated as

R
it
 I

it
 I

itIit (1)

where Rit is the daily percentage return of the 

index/component i on day t; Iit and Iit–1 are closing values 

of the index/component i on days t and t-1 respectively.

Each stock/index is tested for the presence of the Monday 

effect using the following regression equation:
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where Rt is the daily return of the index; D1t, D2t, D3t, 

D4t, D5t are dummy variables for Monday to Friday (that 

is if t is a Monday, D1t=1 otherwise zero, etc). The estimated 

coefficient β1 will be significantly negative for those 

securities and index that exhibit a traditional Monday effect. 

The εt is is the random error term. We test for the stationarity 

of the returns series at index and components, and the result 

of augmented Dickey-Fuller (ADF) tests indicates that all 

series are stationary at their first difference.

Ⅳ. Empirical Results 

Equation (2) is estimated for the DJIA and each 

component stock using Ordinary Least Squares, or standard 

regression analysis, with five dummy variables and no 

constant term. This regression provides average returns and 

t-statistics for each day of the week that can be used for 

various levels of comparison. The results of this analysis 

are presented in Table 1, which contains the estimated 

coefficients and corresponding statistics from the estimation 

using the data from the 1962 to 1982 sub-period. As shown, 

the average Monday return of the DJIA and 14 of the 19 

component stocks is negative and statistically significant at 

the 10% level or better compared with the other days of 

the week. The DJIA has a negative average return during 

this period with a statistically significantly t-statistic of 

-5.465. These findings are consistent with prior literature 

studying the DJIA during this period which shows that a 

negative Monday effect exists in U.S. equity markets. 

In addition to supporting prior literature on DJIA returns, 

the analysis also adds to the research in this area by 

providing insight into the behavior of the component stocks 

of the index. An important aspect of the Monday effect is 

that it is expected to be consistent in nature crossing 

companies, indices, and markets. The results of this analysis 

provide the insight that the Monday effect does appear to 

impact not only the aggregate index but also the component 

stocks of that index, which do cross many industries. Table 

1 also provides evidence to support the postulation that the 

Monday effect, if evident in the market index, is also present 

in the majority of the component stocks of the index in the 

same time period. One of the most surprising findings of 

the analysis is exactly how pervasive the Monday effect is 

across the tested data with 14 of the stocks showing a 

statistically significant negative Monday return through the 

tested period, which equates to 74% of the tested component 

stocks. It is important to note that every tested component 

stock in the sample that returned a statistically significant 

result had a negative average Monday return. The component 

stock returns over this period show consistently negative 

returns with statistical significance supported by t-statistics 

that range between -2.0078 and -5.9278. By way of 

comparison, the analysis returned 29 other statistically 

significant results for the component stocks during the other 

days of the week (Tuesday through Friday) with 27 of the 

29 component stocks providing positive average returns for 

that stock on that respective day of the week. The t-statistics 

for the component stock return results for the other, 

non-Monday days range between 1.6636 and 3.5207. In 

short, for the time period between 1962 and 1982, 

statistically significant evidence of a negative Monday effect 

is apparent for the DJIA and a majority of its component 

stocks.
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Table 2 contains the estimated coefficients and corresponding 

statistics from the estimation of equation (2) using the data 

from the 2003 to 2008 sub-period. The results do not provide 

a great deal of insight into the Monday effect during this 

period in terms of a stand-alone analysis. Over the tested 

period, the DJIA does not provide any statistically significant 

average return for any days of the week with t-statistics 

ranging from -0.4262 to 1.5918. When shifting the focus 

of the analysis specifically on the Monday regression results, 

the data do not provide any further insight into the daily 

results. Of the DJIA and the 24 component stocks tested 

for the Monday effect during the 2003 to 2008 time period, 

only one stock, McDonald’s, provides a statistically 

significant (at 10% or higher) Monday return with a t-statistic 

of 1.8548. In total, of the 125 total average returns tested 

(i.e. the DJIA and each of the 24 component stocks for each 

day of the week), only 15% of the average returns are 

statistically significant at the 10% level or better.

Table 3 contains the estimated coefficients and corresponding 

statistics from equation (2) using the data from the 2009 

to 2012 sub-period to represent a post-financial crisis area. 

The findings do not provide any essential insight into the 

Monday effect during this period in terms of a stand-alone 

analysis. Over this period, the DJIA does not provide a 

statistically significant average return for any of the days 

of the week with t-statistics ranging from -0.3986 to 1.3136. 

When shifting the focus specifically on the Monday 

regression results, we do see further insight into the daily 

results. Of the DJIA and the 24 component stocks tested 

for the Monday effect during the 2009 to 2012 sub-period, 

only six of the component stocks provide a statistically 

significant (at 10% or higher) positive return Monday rather 

than a negative return. In total, of the 155 total average 

returns tested (i.e. the DJIA and each of the 30 component 

stocks for each day of the week), only 11% of the average 

returns were statistically significant at the 10% level or 

higher.

To summarize, the data for three time periods are 

individually tested by conducting a regression analysis on 

each as separate datasets with the intent of providing insight 

into the research hypothesis that no difference exists between 

the DJIA and the stocks that comprise the DJIA as far as 

the Monday effect is concerned. The results for the first time 

period, from 1962 to 1982, are conclusive in that the DJIA 

showed a consistent and strongly negative Monday return. 

The Monday return of the DJIA during this period is the 

only day of the week that reports a negative return on 

average. The results demonstrate a strong correlation 

between individual stocks that are part of the DJIA with 

the average itself where 14 of the 19 component stocks are 

negative and statistically significant. They also provide 

statistically significant support for Wednesday and Friday 

returns of the DJIA being positive on average. The results 

of the regression analysis for the second and third time 

periods, 2003 to 2008 and 2009 to 2012, are not consistent 

with the first time period. More specifically, our findings 

for the DJIA and its components support earlier research 

where Monday average returns are no longer statistically 

significant negative. 

V. Summary and Concluding Remarks

We use daily closing values of the DJIA and it 

components during three time periods of 1962 to 1982, 2003 

to 2008, and 2009 to 2012 to investigate the presence of 

Monday effect in the index and its components. The results 

of a standard regression analysis for the first time period, 

from 1962 to 1982, are conclusive. We find strongly negative 

Monday mean returns for the DJIA during this period. 

Monday is the only day of the week for which the returns 

on average are negative. The results for individual stocks 

that are components of the DJIA are very consistent with 

those found for the DJIA. Specifically, 14 of the 19 

component stocks exhibit negative and statistically 

significant Monday mean return. The results of the 

regression analysis for the second and third time periods, 

from 2003 to 2008 and 2009 to 2012, are not consistent 

with the first period, and the results are not as clearly 

overwhelming where Monday average returns are no longer 

negative at a statistically significant level. 

The key findings of this article support prior research of 

U.S. equity markets which has provided growing evidence 

to support the possible evolution of the Monday effect. More 

specifically, this study provides evidence that the Monday 

effect is disappearing in latter time periods of U.S. equity 

markets, especially in the case of large cap stocks.

The analysis of the three distinct time periods in the DJIA 

and its component stocks demonstrates that the Monday 

effect is no longer significantly present in either a frequently 

cited market index or a majority of its component stocks. 

Perhaps, a cautious conclusion of this finding is that the U.S. 

equity markets are becoming at least weakly efficient. 
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