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Abstract

In this research, a holiday refers to a legal holiday of three or more consecutive days. The stock
market is closed on holidays normally. In this empirical study, the holiday effect is examined. That is,
it is investigated that if there are abnormal returns around the holidays in Taiwan Stock Market. The
samples are the Taiwan Stock Market Index, the three largest industry indexes and the three largest
stocks in those industries. Sample periods are recent ten years.Results show that the seven samples
have similar price behaviors in holiday effect patterns. Precisely, they have small abnormal returns
during the nearest three days periods before the holidays, and large abnormal returns during the
nearest three days periods after the holidays. The six-day accumulated abnormal returns are large
enough to offer a challenge to the market efficiency. For instance, after deduct the normal daily returns,
the six-day accumulated abnormal return around the holidays is 1.29% on the average for the Taiwan
Stock Market Index. The value is still too large even after considers the relatively low transaction costs
and low interest rates in Taiwan. Therefore, it is argued that the profits of speculation around holidays
are available for general investors in Taiwan.
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