Testing of market efficiency anomalies:

A study of seasonality effect on the Karachi stock exchange

Muhammad Adil Igbal

A thesis presented to Bahria University, Islamabad in partial fulfillment of the
requirements for the degree of MS.

June 2015



Copyright Page



SUBMISSION FORM OF THESIS FOR HIGHER RESEARCH DEGREE
BAHRIA UNIVERSITTY, ISLAMABAD

Candidate Name:

| submit Copies of thesis for examination for the degree of M S, Thesis Titled:

Candidate Signature: Date:

Certificate of Principal Supervisor

I being the principal Supervisor for the
above student, certify that thesis is in a form suitable for examination and that the candidate has
pursued his course in accordance with the Rules of the University.

Signature: Date:

Recommendation for Examination
| recommend that the thesis be examined.

Principal Supervisor: Date:

Co-Supervisor: Date:

Not Recommended for Examination
I recommend that the thesis be examined.

Principal Supervisor: Date:

Co-Supervisor: Date:

Statement by the Head Faculty/Department
| support the submission of the thesis of the above named student for examination under the
University Rules for higher degrees.

Signature: Date:




BAHRIA UNIVERSITY, ISLAMABAD
APPROVAL SHEET

SUBMISSION OF HIGHER RESEARCH DEGREE THESIS

Candidate’s Name:  Muhammad Adil Igbal
Discipline:

Faculty/Department: M S

I hereby certify that the above candidate’s work, including the thesis, has been completed to my
satisfaction and that the thesis is in a format and of an editorial standard recognized by the
faculty/department as appropriate for examination.

Signature(s):

Principal Supervisor:

Date:

The undersigned certify that:

1. The candidate presented at a pre-completion seminar, an overview and synthesis of major
findings of the thesis, and that the research is of a standard and extent appropriate for
submission as a thesis.

2. I have checked the candidate’s thesis and its scope, format; editorial standards are
recognized by the faculty/department as appropriate.

Signature(s):

Dean/Head of Faculty/Department:
Date:

Date:




DECLARATION OF AUTHENTICATION

I, Muhammad Adil Igbal, M.S. Student in the Department of Management Sciences, Bahria
University. Islamabad, certify that the research work presented in this thesis is to the best of my
knowledge my own. All sources used and any help received in the preparation of this dissertation
have been acknowledged. | hereby declare that | have not submitted this material, either in

whole or in part, for any other degree at this or other institution.

Signature:

Name: Muhammad Adil Igbal



ACKNOWLEDGEMENTS

All praise to ALLAH for His blessing that continue to flow into my life, and because of ALLAH,

I made this through against all odds.

With a great pleasure | would like to acknowledge the support, assistances and contribution
made by individuals from the beginning of the fieldwork, providing me access, data and
information, to the writing process until the completion of this thesis. First of all, I want to give
thanks to my Supervisor Sir Osman Bin Saif for the access and for his guidance and support
throughout this study, and especially for his confidence in me. | would also like to thank Naila

Sardar Research Associate for her support and guidance needed during research.

To all my friends, thank you for your understanding and encouragement in my many, many
moments of difficult situation and crisis. Your friendship makes my life a wonderful experience.
I cannot list all the names here, but you are always on mu mind. I would like to thanks Mr
Tabasum Hussain in a special way, | express my heartfelt gratefulness for his guide and support

that | believed | learned from the best.

I am highly indebted to my principal supervisor Sir Osman Bin Saif from the Bahria Institute of

Management sciences Islamabad.

Muhammad Adil Igbal



Dedication

This Thesis is dedicated to my parents,
Specially My Mother for without her early Inspiration,

Motivation and enthusiasm none of this would have happened.



Table of Contents

1. Chapter one: INtrOQUCTION .......ociiiiieiie ettt sre e e e es 3
1.1, Problem BacKgroUNnG:........ccoouiiiieiiiiiiecieesee ettt st snre s 4
1.2.  RESEAIrCH QUESTIONS: .....eciiiieeeiiee ettt ettt et e e e et e e e te e e e aee e eateeeeabeeeenreeeesseeenns 5
1.3, The Purpose Of the STUAY: .......coouviiiiiieceeece e 5
1.4, SCOPE OF the STUAY.....eeiiieiiecieeee ettt s re e eeaeesaeeeareas 5
1.5, The LIMITALION ..ottt sttt 6

2. Chapter Two: Theoretical FrameworkK ...........cccooiririiininieieeeresereseseeeee e 7
2.1, MaArKet EFFICIENCY ...cuiiiiiieiieie ettt sttt s aeeneas 9

2.1.1.  Types of Market EffICIENCY: .......oouiiiiiiiiniirieeeeeee e 10
2.1.2.  Need for Market EffICIENCY: .......oovoiiiiiiinirireeeeeee e 10
2.1.3.  Levels/Forms of Market EffiCIENCY: ......cooveiiiiieeeeceeeee e 10
2.2.  Market Efficiency and ANOMAlIES: ........ccocueviriririnenieeeeeeese e 11
2.2. 1. ANOMAIIES ..ot 11
2.2.2.  The Market ANOMANIES ........ooeiiiiiiiieeeser e 12
2.2.3.  Stock Market ANOMALIES: .......coviiiiiriirineeeri e 12
2.3, Calendar ANOMALIES: .......cuiriiierieereeee ettt 13
2.3.1.  Day-0f-the-Week EffECT .......ccceeiiiieiieee e 13
2.3.2.  Half-month effeCt.........ccooeiiiciec s 15
2.3.3.  Month-0f-the Year effeCt..........coeiririinicee s 18
2.3.4.  HOliday effEC.....ccueeeeceeceee e e 20

3. Chapter Three: MethodolOgy.......cccuecueiierieiirieeee e 24

3.1.  Theoretical Methodology: ......ccoveiieieiieeseeeee e 24
3.1.1.  ChOICe Of SUDJECL......ueeeeeeieieceeee e 24
TN O o £ 0T £ Y/ SRS 24
3.1.3.  ScIentific APPrOACH ......oovveieeeeeee e 24
3.1.4.  Qualitative versus Quantitative ReSEarch .........ccccoveevviiiieeciieieeeeeceece e 25
3.1.5.  Statistical Method ...........coeeririiieinece s 25

4. Chapter Four: The Pakistani Stock Market and Data Collection ............cccoeeveevevveiennenns 26
4.1. Introduction to Karachi Stock EXChange: ........coveoeveeiieiiiceeceeeseeeeeeeece e 26
4.2.  COllECtION OF DALA ......eveuertiienieieetere ettt 27



5. Chapter Five: Empirical Analysis and ReSUILS...........cceveeviieiierieieceseeeeec e, 28

5.1.  Day-0f-the-WEeeK €ffECt........cccverieiirieeceseee e 28
5.2, Half-moNth €FfECT.......oouieiieiee e 30
5.3, Month-0f-the Year EFfECt.........ccoiieriiiireeeeeecst e 32
5.4, HOLIday EFfECE....ceiiieeeeeeeeeee et 34
6. Chapter Six: Conclusions and RecommeNndations...........ccceevvereevierieeseesieeieeseerieeaesenens 36
B.1.  CONCIUSTON. ...ttt sttt n e nne 36
6.2. Recommendations for future reSearch............cooevieerieiiicrcnene e 36
7. Chapter Seven: Research EValuation..........c.ccveviiiiiieniieiie e 37
7.1 REHADIILY oot st e s eereesraaens 37
Y £ | [o 1 2SSOSR 37
7.3, GeNraliZability ...coceveeeeeee et ens 38
RETEIEICE ...ttt bbbt ne e 39
ANNEX L — TADIES ...ttt sttt 41
ANNEX 2 - TADIES. ...ttt 44
ANNEX 3 - TaBIES ..o 47
ANNEX 4 - TABIES ...t 50



	Thesis FOrms Adil Iqbal
	Pages from Scario Submitted

