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The Day-of-the Week Effect on Sock Return and Volatility in
China : Empirical Evidence from Modified GARCH Model

CHEN Xiong-bing*, ZHANG Zong-cheng?
(1. Xinhua Schod of Finance and Insurance ,zhongnan University of Economicsand law ,Wuhan 430073 ,China;
2. School of Economics, Huazhong University of Science and Technology , Wuhan 430074 , China)

Abgtract : This paper investigates the day-of-the-week effect on stock return and volatility in China during
the period of 2000 to 2006. Under modified GARCH framework , we find that the lowest and the highest
return are present on Thursday and Tuesday for both Shangha and Shenzhen markets, respectively. The
lowest volatility isobserved on Tuesday for both markets, whereas the highest volatility occurson Monday
for Shenzhen and on Wednesday for Shanghai. We also find there is sgnificantly postive relationship be-
tween expected returns and market risk. Two explanations for the day-of-the-week effect are provided in
the end of the paper.

Key words: the day-of-the-week effect ; volatility; GARCH model ; market risk



