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Abstract

We propose and adduce evidence for a new seasonal anomaly associated with the

Lunar Moon Festival (LMF) in East Asian economies. While the LMF effect bears some

resemblance to the festivity and vacation anomalies, it is mainly driven by nostalgia,

historically negative associations, the full moon and uncertainty about future harvest

prospects. This negative sentiment and associated increase in risk and loss aversion

are responsible for reducing share turnover, return volatility and stock returns over a 2-

week period. The LMF effect is the strongest for China, Taiwan and South Korea where it

is not only celebrated as a public or cultural holiday but it also impacts on neighbouring

stock markets where overseas Chinese investors possess significant resources.

Robustness checks demonstrate that it has a distinctive and more pronounced impact

than competing seasonal effects associated with lunar phases and the summer

vacations.



 

We Care About Your Privacy

We and our 899 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/20/20
https://www.tandfonline.com/toc/rafe20/20/20
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Kuo%2C+Jing-Ming
https://www.tandfonline.com/author/Coakley%2C+Jerry
https://www.tandfonline.com/author/Wood%2C+Andrew
https://doi.org/10.1080/09603107.2010.507172
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F09603107.2010.507172&pubId=43215500&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/09603107.2010.507172?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09603107.2010.507172?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09603107.2010.507172?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09603107.2010.507172?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09603107.2010.507172?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09603107.2010.507172?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09603107.2010.507172
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F09603107.2010.507172&title=The%20lunar%20moon%20festival%20and%20the%20dark%20side%20of%20the%20moon%3A%20Applied%20Financial%20Economics%3A%20Vol%2020%2C%20No%2020
https://www.tandfonline.com/doi/full/10.1080/09603107.2010.510463
https://www.tandfonline.com/toc/rafe20/20/20?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/09603107.2010.508713
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Acknowledgements

Comments and suggestions by Xiaoquan Liu, Timothy J. Rakow and members in the

Essex Finance Centre are gratefully acknowledged. Earlier versions of this article were

presented at the 17th European Financial Management Association (EFMA) Annual

Meetings, Athens, Greece, June 2008 and at the Applied Economics 40-year Jubilee

Meeting, Clare College, Cambridge, September 2008. We are grateful to the

participants for their insightful comments.

Notes

 Intercalation is the insertion of a leap day, week or month into some calendar years to

make the calendar follow the seasons or Moon Phases (MP). For example, the LMF took

place on 25 September 2007 and then on 14 September 2008 in the Gregorian

calendar. Because there is an intercalary month in the fifth month in the Chinese Lunar

calendar, there are two lunar fifth months in 2009. Therefore, the LMF took place on 3

October rather than 3 September in 2009 for the Gregorian calendar. For more details,

please see Miller et al. (2009).

 See Isen et al. (1978), Zajonc (1980), Johanson and Tversky (1983), Schwarz and

Clore (1983), Schwarz (1990), Bechara et al. (1997), Luce et al. (1999), Loewenstein et

al. (2001), Solvic et al. (2002), Verma et al. (2008) and Durand et al. (2009).

 Edmans et al. (2007) found that stock returns in the losing country are significantly

lower on the first trading day after the international soccer matches. Nofsinger (2003)

also concludes that higher (lower) stock returns may be caused by positive (negative)

public emotion.

 Although the LMF only became a public holiday since 2008, China is included in the

group where the LMF is a public holiday as it is a cultural holiday for the Chinese and

thus may have a strong impact.

 For more cultural and historical detail including the history of moon cake and

legendary tales, see Eberhard (1958), Gai (2009) and Miller et al. (2009).
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 We record missing values for the financial data when the markets were closed to

avoid a downward bias in the results.

 For brevity, the results are not reported but are available from the authors upon

request.

 See Criss and Marcum (1981); Hicks-Caskey and Potter (1991); Sands and Miller

(1991) and De Castro and Pearcey (1995).

 The authors use the dummy of Lunardummy and set it to one for full moon period but

zero for new moon period.

 Here, August is in terms of Chinese lunar calendar since the LMF is scheduled at the

15th of lunar August.

 These are similar to the results in Yuan et al. (2006) that only stock returns in the full

moon periods are significantly lower than those in the new moon periods, but this

pattern does not apply for trading volume and return volatility.
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