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A New Conjecture About the Factors Influencing the
Formation of Period Effects in Behavioral Finance

Ning Lv

Qujing Normal University, Qujing Yunnan 655011, China

[Abstract] The period effect refers to the phenomenon that the return of a stock on Monday is significantly lower than it on the
other trading days of the week , while the return on Friday is higher than the returns on the other days. There are many explanations
for the lower stock return on Monday, one of which is that companies that need to release bad news will choose to do after market
closing on Friday, believing that it will avoid a sharp drop in stock prices. However, it actually led to a decline in stock price next
Monday. Another explanation for this phenomenon is the market closing effect, which means that people experience psychological
and intellectual changes during the market closing period. Saturdays and Sundays are market closing days, thus Monday's behavior is
different from the other trading days of the week. However, the explanatory power of these views is insufficient. This article speculates
on the influencing factors of the period effect . This article believes that the reasons for the low stock return on Monday are as follows:
fatigue effect, slack effect, observation effect on investment return trend and so on. The reasons for the high stock returns on Friday
are as follows: work adaptation effect, wealth illusion effect and so on.
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