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[bookmark: _Toc166010556]Abstract
This study explores the influence of stock market holiday duration and firm characteristics on the holiday effect within the context of the Chinese stock market. Utilizing annual records of stock market holidays and data from the Shanghai Stock Exchange surrounding these holidays, I investigate the phenomenon. Employing market models including the Capital Asset Pricing Model (CAPM) and the Fama-French 3-Factor model, I calculate pre-holiday abnormal returns, utilizing an estimation period to determine benchmarked expected return parameters. Statistical methods, such as t-tests, are employed to analyze the relationship between the holiday effect and pertinent independent variables. Our findings unveil varying holiday effects across different holiday durations; however, inconsistencies arise in the effects observed under different abnormal return calculations. Through a deeper examination of firm characteristics within various analytical frameworks, my analysis suggests that firm size may be a driving factor influencing the holiday effect within the Chinese stock market. These insights contribute to a nuanced understanding of market anomalies and offer valuable implications for investors and policymakers navigating the complexities of the Chinese financial landscape.


1. [bookmark: _Toc166010557]Introduction
In the ever-evolving landscape of financial markets, anomalies frequently emerge, challenging the bedrock principles of conventional economic theories and offering invaluable insights into the intricate workings of market behavior. Among these anomalies, the Holiday Effect stands out as a focal point of research and debate, drawing considerable attention from scholars and practitioners alike. This phenomenon, characterized by abnormal fluctuations in asset prices surrounding mandated holidays, has captured the curiosity of researchers across the globe. While extensive studies have dissected its manifestations in established markets such as those of the United States and Europe, the nuanced dynamics of the Holiday Effect within the vibrant realm of the Chinese stock market remain relatively unexplored.
The Holiday Effect unveils itself through a myriad of intriguing patterns, often presenting distinctive pre- and post-holiday trends that intrigue researchers and investors alike. For instance, the lead-up to the National Holiday of 2023 in China witnessed a notable surge in the SSE Composite Index, hinting at heightened market optimism and anticipation. However, this fervor was swiftly followed by a pronounced downturn in the immediate aftermath of the holiday, revealing the transient nature of market sentiment during holiday periods. Such observations underscore the temporal sensitivity of financial markets to external stimuli, shedding light on the intricate interplay between holiday dynamics and market responses.
Scholars have delved into the Holiday Effect, tracing its origins, and exploring its nuances across different markets and timeframes. Early research, pioneered by Lakonishok and Smidt (1988), revealed persistent abnormal returns surrounding holidays in the US stock market, sparking subsequent investigations globally. Ariel (1990) and others confirmed similar effects in diverse markets, including futures and over-the-counter markets, highlighting the ubiquity of this phenomenon. The allure of the Holiday Effect has captivated the attention of academia, prompting a comprehensive examination within the literature, particularly focusing on its manifestations in the US stock market. Lakonishok and Smidt (1988) revealed persistently anomalous returns in the Dow Jones Industrial Average around holidays, with rates of return before holidays exceeding the normal rate by more than 20 times. Subsequent scholars, such as Ariel (1990), expanded upon these findings, confirming the significant Holiday Effect not only in the US but also in numerous other countries, as evidenced by studies conducted by Cadsby and Ratner (1992), Meneu (2004), Marrett and Worthington (2009), and Yuan and Gupta (2014).
Moreover, the scope of the Holiday Effect extends beyond traditional stock markets, as evidenced by research conducted by Fabozzi et al. (1994) and Liano et al. (1992), who identified its presence in futures and over-the-counter markets, respectively. However, empirical evidence over the years has revealed nuances in the persistence of the effect across different markets. For instance, Chong et al. (2005) observed a significant decline in the Holiday Effect in the US, with an unexpected reversal during the period from 1991 to 1997. Similarly, McGuinness (2005) found variations in the Holiday Effect across different regions, with the absence of a pre-US holiday return effect in Hong Kong from 1990 to 2005, contrasting with the persistent pre-holiday effect observed in China. Notably, Lu et al. (2016) shed light on the evolution of the Holiday Effect in China, where it became more pronounced among large-cap indices but diminished in other indices during the 2008 financial crisis, illustrating the dynamic nature of this phenomenon across different market conditions and regions.
Another significant avenue of scholarly inquiry delves into unraveling the determinants underlying the Holiday Effect, offering various explanations to elucidate its presence in financial markets. Initially proposed by Cadsby and Ratner (1992) and Kim and Park (1994), these hypotheses present divergent perspectives on the factors driving holiday effects. Cadsby and Ratner (1992) suggest that the existence or absence of holiday effects across different markets may be attributed to country-specific institutional practices, implying a nuanced interplay between regulatory frameworks and market dynamics. Conversely, Kim and Park (1994) challenge the conventional notion of size effects as the primary driver of holiday effects in US markets, highlighting the need for alternative explanations rooted in market-specific contexts. Casalin's (2018) examination of the Chinese and Hong Kong markets further underscores the influence of market-specific institutional practices on the manifestation of the Holiday Effect, reinforcing the importance of contextual factors in shaping market anomalies.
Beyond these foundational hypotheses, scholars have proposed additional theories to elucidate the multifaceted nature of holiday effects. Ariel (1990) posits that holiday effects may stem from pre-holiday strength fueled by short sellers closing risky positions ahead of holidays, suggesting a behavioral underpinning to market dynamics surrounding holiday periods. Similarly, Marret and Worthington (2009) shed light on the spillover effects observed in the Australian market, attributing the traditional pre-holiday effect to broader dynamics within the retail industry, thus emphasizing the interconnectedness of economic sectors in shaping market behavior. Building on these insights, Pantzalis and Ucar (2014) and Hood and Lesseig (2017) highlight the phenomenon of investor inattention adjacent to stock market holidays, suggesting that cognitive biases and reduced trading activity may amplify the impact of holiday periods on market outcomes. Furthermore, Liu et al. (2022) draw attention to the role of investor sentiment as a contributing factor to the Holiday Effect, emphasizing the psychological dimension of market behavior and its influence on asset prices during holiday periods.
Although prior studies have extensively explored the existence of the Holiday Effect, their focus has primarily been confined to the broader market context, often utilizing indices such as the Hang Seng Enterprise Index and the Dow Jones Industrial Index as dependent variables. Consequently, research investigating the impact of holidays on individual firms remains relatively scarce. While Brockman and Michayluk (1997) established a correlation between pre- and post-holiday effects and firm size and share price in the US market, the generalizability of such findings to other markets remains uncertain. Casalin (2018) further underscores this variability, suggesting that the phenomenon observed in one market may not necessarily replicate across others, emphasizing the need for nuanced examinations within specific market contexts. This dearth of research highlights a critical gap in understanding the intricate mechanisms underlying the Holiday Effect at the firm level, warranting comprehensive investigations to elucidate its implications across diverse market environments.
Given China's growing prominence in global finance and its unique holiday calendar, understanding the Holiday Effect within its stock market assumes particular significance. With seven public holidays annually, varying in duration, the Chinese market offers an ideal setting to investigate this phenomenon comprehensively. In this study, I aim to delve into the holiday effect in the Chinese stock market, focusing on two key aspects: holiday duration and firm characteristics. The holiday effect, a phenomenon observed in financial markets worldwide, entails abnormal stock market returns surrounding public holidays. By examining the holiday effect across different durations, I seek to discern whether variations in the duration of holidays influence the magnitude of this effect. Additionally, I endeavor to explore how various firm characteristics shape the holiday effect. Through abnormal return analysis categorized by firm attributes such as size, liquidity, and growth, I aim to uncover the intricate interplay between firm-specific factors and holiday-induced market dynamics.
This research contributes to the existing literature on the holiday effect by not only confirming its presence but also delving deeper into its underlying mechanisms. By elucidating the nuanced relationship between holiday durations, firm characteristics, and stock market performance, this study advances our understanding of market anomalies in the Chinese context. Furthermore, the insights gleaned from this research have practical implications for investors, offering valuable guidance for devising effective investment strategies tailored to exploit or mitigate the holiday effect in the Chinese stock market.

2. [bookmark: _Toc166010558]Data
The data utilized in this study encompasses annual records of stock market holidays spanning from 2014 to 2023 (the first holiday is the New Years Eve in 2014 and the last is the National Holiday in 2023). Sourced from the China Securities Regulatory Commission, the dataset provides comprehensive insights into the duration and timing of stock market closures. Table 1 presents the duration of stock market holidays, offering a detailed breakdown of the frequency of single-day closures compared to longer holiday periods. Notably, out of the total 66 observed holidays, 28 instances lasted only a single day. In Table 2, the day of the week preceding the holidays is documented. It reveals a significant trend, with over 50% of the last trading days before holidays falling on Fridays. This pattern may be attributed to the compensation mechanism for missed workdays, wherein Fridays serve as convenient endpoints for holiday periods, aligning with typical weekend breaks.

Table 1 Stock Market Holidays Duration
	Duration
	Number of Holidays

	1 day
	28

	2 days
	13

	3 days
	18

	5 days
	5

	6 days
	2

	Total Observations
	66


Source: China Securities Regulatory Commission

Table 2 Day of the Week of the Last Trading Day before Holiday
	Day of the Week
	Number of Holidays

	Monday
	1

	Tuesday
	6

	Wednesday
	11

	Thursday
	13

	Friday
	35

	Total Observations
	66


Source: China Securities Regulatory Commission

The dataset for this study encompasses daily returns and relevant data from all stocks listed on the Shanghai Stock Exchange. To ensure the quality and representativeness of the data, certain exclusions were made. Specifically, stocks categorized as ST (special treatment), those that have been delisted, and newly listed stocks with less than one year of listing tenure were excluded from the dataset. Additionally, stocks that were suspended from trading during the sample period were also removed.
Spanning from the commencement of the year 2014 to the conclusion of October 2023, the sample period encapsulates ten years of market activity. Table 3 outlines the key firm variables used in the analysis, while Table 4 provides an overview of the descriptive statistics derived from the collected data.

Table 3 Definitions
	Variables
	Definition

	Affordability
	Firm stock price

	Size
	Natural log of total market value

	Liquidity
	Turnover of the day / 20 days average turnover

	Growth
	Quarterly net profit growth rate attributable to parent company

	Momentum
	5 day accumulated stock price return

	Price to Book
	Total market value / Latest announcement of shareholders' equity 

	Earrings
	Dividing the net profit for the 12 months prior to the specified date by the latest total share capital.

	Volatility
	Volatility of daily return of past 20 days



Table 4 Summary Statistics
	
	N
	Mean
	SD
	Min
	Median
	Max

	Affordability
	82638
	19.36 
	46.43 
	1.04 
	10.61 
	2456.43 

	Size
	82638
	22.94 
	1.20 
	20.46 
	22.72 
	28.76 

	Liquidity
	82638
	0.96 
	0.59 
	0.00 
	0.82 
	11.36 

	Growth
	82638
	48.11 
	480.95 
	-32365.71 
	0.00 
	40740.84 

	Momentum
	82638
	-0.77 
	7.01 
	-43.92 
	-0.95 
	77.56 

	Price to Book
	82638
	4.56 
	63.00 
	-1491.52 
	2.34 
	9025.22 

	Earnings
	82638
	0.55 
	1.46 
	-10.87 
	0.33 
	54.85 

	Volatility
	82638
	2.42 
	1.18 
	0.04 
	2.17 
	9.85 


Source: CSMAR, Wind

3. [bookmark: _Toc166010559]Methodology
[bookmark: _Toc166010560]3.1	Firm Variables
The firm characteristics variables underwent preprocessing to ensure data integrity and consistency throughout the analysis.
First, outliers in daily cross-sectional data were identified and treated using the Median Absolute Deviation (MAD) method. MAD provides a robust measure of variability, and by applying a threshold of three times the MAD, extreme values were identified. The outliers are adjusted to be the three times the MAD from the median value. This approach aimed to enhance the reliability of the dataset by mitigating the influence of potential outliers on the analysis.




Second, for uniformity and comparability, daily cross-sectional data underwent standardization using Z-score. This process resulted in a distribution with a mean of 0, ensuring that the data points were on a consistent scale. Standardization facilitates the comparison of variables and aids in the interpretation of results.
Third, to eliminate the impact of firm size and industry-specific variations, daily cross-sectional data underwent industry and market capitalization neutralization. This step aimed to reduce biases arising from sector-specific influences, allowing for a more accurate analysis of the underlying trends. Each variable is regressed based on the following formula. For size variable, it is only neutralized on industry.

The residual  is then used in the testing as independent variables.

Table 5 Correlation Heat Map
	
	Affordability
	Size
	Liquidity
	Growth
	Momentum
	PB
	Earnings
	Volatility

	Affordability
	1.000 
	0.294 
	0.045 
	0.118 
	0.127 
	0.476 
	0.612 
	0.199 

	Size
	0.294 
	1.000 
	0.020 
	0.131 
	0.110 
	0.096 
	0.391 
	-0.039 

	Liquidity
	0.045 
	0.020 
	1.000 
	0.012 
	0.370 
	0.031 
	0.021 
	0.002 

	Growth
	0.118 
	0.131 
	0.012 
	1.000 
	0.034 
	0.083 
	0.022 
	0.093 

	Momentum
	0.127 
	0.110 
	0.370 
	0.034 
	1.000 
	0.087 
	0.086 
	0.014 

	PB
	0.476 
	0.096 
	0.031 
	0.083 
	0.087 
	1.000 
	0.110 
	0.248 

	Earnings
	0.612 
	0.391 
	0.021 
	0.022 
	0.086 
	0.110 
	1.000 
	-0.034 

	Volatility
	0.199 
	-0.039 
	0.002 
	0.093 
	0.014 
	0.248 
	-0.034 
	1.000 



Table 5 illustrates the correlation heat map, offering insights into the relationships among the variables considered in the analysis. Following preprocessing steps, the observed correlations generally exhibit modest magnitudes. Notably, the highest correlation coefficient of 0.612 is observed between the variables Affordability and Earnings after the preprocessing, suggesting a significant positive relationship. This finding aligns with the conjecture that companies with higher profitability levels tend to command higher stock prices. Additionally, a moderate positive correlation of 0.391 is observed between Size and Earnings, suggesting that larger firms may tend to have higher earnings.

[bookmark: _Toc166010561]3.2	Abnormal Return Calculation
Following Strong(1992)’s method of modeling abnormal returns for event studies, the return history of a firm is divided into two periods, namely estimation period (EP) and test period (TP). The test period is operationally defined as the timeframe encompassing the six trading days preceding a holiday through the five trading days succeeding it. And the estimation period is 120 days before the test period. Any overlapping periods are excluded from the estimation process. This approach ensures the incorporation of recent market dynamics in beta estimation while maintaining the independence of observations by excluding any overlapping periods. The form of this procedure is shown in Figure 1 below. 

Figure 1:
[image: ]

In this study, abnormal return  is defined as the difference between the observed raw return  and the expected return  on the last trading day preceding the stock market holiday. Following Strong’s (1992) analysis, the abnormal return is calculated using the formula:



Following Ariel’s (1990) analysis, the abnormal return is computed on the last trading day prior to the stock market holiday. Two market models, namely the Capital Asset Pricing Model (CAPM) and the Fama French 3-Factor Model, are employed to estimate the expected return for each stock.
To begin, the beta coefficient of each stock is estimated using a rolling window approach. Specifically, the beta coefficient is calculated based on historical returns over the estimation period defined above. 
Once the beta coefficient is determined, the selected model is utilized to estimate the expected return for the pre-holiday date. For the CAPM model, the expected return is derived by incorporating the risk-free rate and the market risk premium, leveraging the estimated beta coefficient. Similarly, the Fama French 3-Factor Model incorporates additional factors such as size and value to estimate the expected return.
Subsequently, the abnormal return is computed as the difference between the observed raw return and the estimated expected return on the pre-holiday date. This calculation facilitates the identification of abnormal price movements relative to market expectations during the holiday period, providing insights into the impact of holidays on stock returns.
By employing these models to estimate expected returns, this approach effectively accounts for the systematic risk associated with each stock, offering a robust framework for abnormal return analysis.

[bookmark: _Toc166010562]3.3	Duration Test
The methodology employed for the duration test encompasses the categorization of abnormal returns according to varying holiday durations, specifically spanning durations of 1, 2, 3, 5, and 6 days. Subsequently, a statistical analysis is conducted utilizing the one-sample t-test method in the form: 

This analytical approach aims to assess the significance of abnormal returns within each categorized duration group.

[bookmark: _Toc166010563]3.4	Firm Characteristics Test
The holiday duration test extends the analysis to investigate the influence of specific firm characteristics on abnormal returns during different holiday durations. To commence this examination, the dataset is initially grouped based on predetermined firm attributes, such as size, liquidity, and growth.
Each firm characteristic is preprocessed and divided into five distinct groups using quantile-based binning (i.e., quantile cut). This segmentation ensures an equitable distribution of observations across the groups, thereby enabling a comprehensive analysis of abnormal returns within each subgroup.
Subsequently, within each grouped dataset, the abnormal returns are subjected to statistical evaluation utilizing the one-sample t-test method. This assessment aims to ascertain the significance of abnormal returns within each categorized firm characteristic group.


4. [bookmark: _Toc166010564]Result
[bookmark: _Toc166010565]4.1	Duration Test
The duration test explores the impact of holiday durations on abnormal returns (AR) in the Chinese stock market. Table 6 summarizes the results of the duration test, focusing on the mean raw returns, abnormal return calculated by CAPM model (CAPM AR), and abnormal returns computed by Fama-French 3 factor model (FAMA AR) across different holiday durations.

Table 6 Duration Test Result
	
	Duration
	1
	2
	3
	5
	6

	Raw Return
	Mean
	-7.31E-05
	-0.002
	0.017
	0.003
	0.004

	
	Std
	0.029
	0.025
	0.034
	0.025
	0.02

	
	t-stat
	-0.471
	-9.274
	43.73
	17.033
	10.739

	CAPM AR
	Mean
	-0.002
	-0.003
	0.005
	0.002
	0.003

	
	Std
	0.025
	0.025
	0.031
	0.022
	0.019

	
	t-stat
	-16.783
	-13.979
	13.895
	14.784
	8.548

	FAMA AR
	Mean
	0
	-0.001
	0
	0
	-0.001

	
	Std
	0.024
	0.024
	0.03
	0.021
	0.019

	
	t-stat
	1.679
	-2.636
	-0.736
	3.006
	-3.484



The analysis results underscore notable disparities in raw returns across varying holiday durations. Specifically, the mean raw return displays significant variation, reaching its peak at a duration of 3 days, with statistically substantial levels of significance. For stock market holidays lasting 3 days or longer, the mean return emerges as positive and statistically significant. However, the examination fails to reveal a consistent pattern regarding either the mean or the significance of raw returns across different holiday durations.
Under the CAPM framework, the variation in abnormal returns is still evident across different holiday durations. The mean CAPM AR exhibits a similar pattern, with holidays lasting 3 days or longer showcase a positive return and being significant. However, stock market holidays that last less than 3 days show a significant negative abnormal return, which suggests that within the framework of CAPM model, holiday effect does not exist in short holidays. Nonetheless, there is still a lack of consistent pattern between holiday durations and abnormal returns. 
Contrary to expectations, the FAMA AR do not mirror the pattern observed in CAPM abnormal returns, and the disparities among the mean values have diminished. Although some holiday durations still exhibit significant deviations from the expected returns under the FAMA model, others display negligible abnormal returns. Certain patterns observed in raw returns and CAPM AR are not echoed in FAMA abnormal returns. The abnormal return for holidays lasting 3 days and 6 days are respectively -0.736 and -3.484, with the former being not significant and the latter being negatively significant, which are significantly different from raw return and CAPM AR results. 
The disparities observed in patterns between CAPM AR and FAMA AR raise intriguing questions regarding the underlying mechanisms driving holiday effects in the Chinese stock market. Additional factors beyond systematic risk may influence abnormal returns during holiday periods. While CAPM AR exhibit a similar pattern towards raw returns, the absence of a consistent pattern in FAMA AR suggests potential influences of firm characteristics on the variations observed.
Indeed, the Fama French 3-factor model incorporates the effects of firm size and value, which may contribute to the observed discrepancies in abnormal returns across holiday durations. These findings underscore the importance of considering firm-specific factors in understanding market anomalies and inform strategic decision-making in investment and policy domains. 
The subsequent part of the result will delve into the firm characteristic test, further exploring the influence of specific firm attributes on abnormal returns during holiday periods.

4.2 [bookmark: _Toc166010566]Firm Characteristic Test
The firm characteristic test delves into the influence of specific firm attributes on abnormal returns (AR) in the Chinese stock market. To facilitate this analysis, the original dataset is manually classified into two distinct categories based on holiday duration. Holidays lasting 3 days or longer are categorized as long holidays, while those lasting less than 3 days are classified as short holidays. Similar to the duration test, the analysis is conducted using two distinct market models to calculate the abnormal returns: the Capital Asset Pricing Model (CAPM) and the Fama-French 3 Factor model. Section 4.2.1 presents the results obtained from the CAPM model, while Section 4.2.2 focuses on the outcomes derived from the Fama-French 3 Factor model.

4.2.1 [bookmark: _Toc166010567]CAPM Model
Table 7: CAPM Long holiday result
	
	Group
	0
	1
	2
	3
	4

	Affordability
	Mean
	0.772 
	0.715 
	0.603 
	0.547 
	0.394 

	
	Std
	2.584 
	2.599 
	2.531 
	2.787 
	3.246 

	
	T-stats
	24.381 
	22.437 
	19.441 
	15.997 
	9.890 

	Size
	Mean
	0.882 
	0.708 
	0.569 
	0.487 
	0.383 

	
	Std
	2.744 
	2.811 
	2.821 
	2.753 
	2.667 

	
	T-stats
	26.253 
	20.549 
	16.459 
	14.425 
	11.717 

	Liquidity
	Mean
	0.716 
	0.608 
	0.676 
	0.586 
	0.444 

	
	Std
	2.659 
	2.607 
	2.644 
	2.668 
	3.196 

	
	T-stats
	21.984 
	19.026 
	20.848 
	17.917 
	11.337 

	Growth
	Mean
	0.629 
	0.691 
	0.661 
	0.476 
	0.574 

	
	Std
	2.781 
	2.736 
	2.630 
	2.629 
	3.025 

	
	T-stats
	18.449 
	20.596 
	20.481 
	14.764 
	15.491 

	Momentum
	Mean
	0.823 
	0.758 
	0.636 
	0.447 
	0.366 

	
	Std
	2.960 
	2.603 
	2.423 
	2.568 
	3.173 

	
	T-stats
	22.704 
	23.762 
	21.394 
	14.195 
	9.407 

	Price to Book
	Mean
	0.732 
	0.667 
	0.566 
	0.520 
	0.546 

	
	Std
	2.498 
	2.541 
	2.663 
	2.793 
	3.257 

	
	T-stats
	23.909 
	21.397 
	17.327 
	15.182 
	13.677 

	Earnings
	Mean
	0.777 
	0.672 
	0.686 
	0.528 
	0.368 

	
	Std
	2.817 
	2.656 
	2.700 
	2.728 
	2.899 

	
	T-stats
	22.516 
	20.630 
	20.715 
	15.777 
	10.351 

	Volatility
	Mean
	0.583 
	0.651 
	0.628 
	0.591 
	0.578 

	
	Std
	2.096 
	2.377 
	2.656 
	2.890 
	3.574 

	
	T-stats
	22.705 
	22.322 
	19.274 
	16.679 
	13.191 



Table 7 presents a comprehensive summary of the results obtained during long holiday periods, shedding light on the dynamics of abnormal returns across various firm characteristics. Within the analytical framework of the Capital Asset Pricing Model (CAPM), it becomes evident that all categorized groups exhibit statistically significant positive abnormal returns during these extended holiday periods. This collective observation underscores the presence of a discernible holiday effect, wherein stock market returns deviate from their expected values surrounding prolonged holiday durations.
However, a deeper analysis reveals intriguing trends among specific firm variables. Notably, variables such as affordability, size, and momentum display distinctive patterns characterized by declining mean returns and t-statistics across the categorized groups. This downward trajectory suggests a nuanced relationship between firm characteristics and abnormal returns during long holiday periods. In other words, Group 0 of these variables, which demonstrates the highest mean and t-statistics, are observed with a gradual decline as we progress towards Group 4.
The observed decline in affordability, particularly pronounced among smaller firms, offers intriguing insights into the underlying mechanisms driving abnormal return variations during long holiday periods. Given smaller firms typically have a lower stock price, it is plausible to infer that the diminishing affordability trend may be attributed, at least in part, to variations in firm size. Smaller firms, characterized by lower stock prices, may exhibit more pronounced fluctuations in affordability during extended holiday periods, thereby contributing to the observed trends.

Table 8: CAPM Short holiday result
	
	Group
	0
	1
	2
	3
	4

	Affordability
	Mean
	-0.118 
	-0.111 
	-0.050 
	-0.058 
	-0.052 

	
	Std
	2.552 
	2.598 
	2.598 
	2.842 
	3.244 

	
	T-stats
	-4.603 
	-4.261 
	-1.929 
	-2.036 
	-1.582 

	Size
	Mean
	-0.096 
	-0.164 
	-0.173 
	-0.096 
	0.139 

	
	Std
	2.828 
	2.814 
	2.828 
	2.823 
	2.582 

	
	T-stats
	-3.370 
	-5.801 
	-6.065 
	-3.378 
	5.345 

	Liquidity
	Mean
	-0.013 
	-0.034 
	-0.058 
	-0.046 
	-0.238 

	
	Std
	2.603 
	2.512 
	2.522 
	2.786 
	3.372 

	
	T-stats
	-0.512 
	-1.350 
	-2.299 
	-1.646 
	-7.011 

	Growth
	Mean
	-0.149 
	-0.150 
	-0.060 
	0.051 
	-0.082 

	
	Std
	2.887 
	2.689 
	2.612 
	2.624 
	3.052 

	
	T-stats
	-5.136 
	-5.531 
	-2.271 
	1.923 
	-2.672 

	Momentum
	Mean
	-0.066 
	0.005 
	-0.053 
	-0.083 
	-0.193 

	
	Std
	2.765 
	2.463 
	2.438 
	2.577 
	3.506 

	
	T-stats
	-2.373 
	0.194 
	-2.145 
	-3.208 
	-5.465 

	Price to Book
	Mean
	-0.101 
	-0.076 
	-0.064 
	-0.093 
	-0.057 

	
	Std
	2.486 
	2.564 
	2.709 
	2.779 
	3.286 

	
	T-stats
	-4.031 
	-2.940 
	-2.349 
	-3.312 
	-1.711 

	Earnings
	Mean
	-0.083 
	-0.109 
	-0.143 
	-0.085 
	0.031 

	
	Std
	2.792 
	2.805 
	2.721 
	2.712 
	2.860 

	
	T-stats
	-2.969 
	-3.874 
	-5.220 
	-3.108 
	1.060 

	Volatility
	Mean
	-0.035 
	-0.011 
	-0.038 
	-0.054 
	-0.251 

	
	Std
	2.232 
	2.302 
	2.499 
	2.947 
	3.655 

	
	T-stats
	-1.562 
	-0.474 
	-1.527 
	-1.821 
	-6.834 



The findings presented in Table 8 offer a distinct perspective on abnormal returns during short holiday periods, portraying a significantly different landscape compared to long holiday durations. Notably, the short holiday data unveils a divergence in abnormal return patterns across the examined firm groups.
Interestingly, Size Group 4 emerges as a standout category within the dataset, characterized by the largest firms, showcasing a statistically significant positive return. It shows a mean return of 0.139 and a t-stat of 5.345. This positive deviation suggests that the largest firms tend to experience favorable abnormal returns during short holiday durations, potentially influenced by their market dominance or resilience.
The remaining groups exhibit varying degrees of deviation from the null hypothesis of zero abnormal returns. While some groups showcase statistically significant negative returns, others fail to demonstrate significant deviations. This variability underscores the heterogeneous nature of market behavior during short holiday periods, indicating diverse responses among firms with differing characteristics.
Of particular note is the disappearance of the previously observed trend witnessed during long holiday durations. Notably, variables such as affordability, size, and momentum no longer demonstrate a declining trend as observed previously. This departure from the earlier trend underscores the dynamic nature of abnormal return patterns during short holiday periods, suggesting unique market dynamics at play.

4.2.2 [bookmark: _Toc166010568]Fama French 3-Factor Model
Table 9: Fama French Long holiday result
	
	Group
	0
	1
	2
	3
	4

	Affordability
	Mean
	0.0012
	0.0007
	0.0002
	-0.0002
	-0.0013

	
	Std
	0.0211
	0.0213
	0.0211
	0.0233
	0.0283

	
	T-stats
	4.5096
	2.7707
	0.6786
	-0.8559
	-3.7270

	Size
	Mean
	0.0014
	0.0001
	-0.0006
	-0.0004
	0.0000

	
	Std
	0.0223
	0.0236
	0.0239
	0.0233
	0.0228

	
	T-stats
	4.9922
	0.4687
	-1.9706
	-1.3387
	-0.0465

	Liquidity
	Mean
	0.0010
	0.0001
	0.0007
	-0.0002
	-0.0011

	
	Std
	0.0217
	0.0208
	0.0215
	0.0222
	0.0289

	
	T-stats
	3.7023
	0.5728
	2.7227
	-0.8340
	-3.0915

	Growth
	Mean
	-0.0013
	-0.0007
	0.0002
	0.0008
	0.0016

	
	Std
	0.0244
	0.0223
	0.0224
	0.0231
	0.0237

	
	T-stats
	-4.3313
	-2.7252
	0.5701
	2.7966
	5.5786

	Momentum
	Mean
	0.0011
	0.0012
	0.0006
	-0.0008
	-0.0016

	
	Std
	0.0236
	0.0204
	0.0192
	0.0221
	0.0294

	
	T-stats
	3.8100
	4.7591
	2.5988
	-2.7891
	-4.5058

	Price to Book
	Mean
	0.0009
	0.0005
	-0.0003
	-0.0002
	-0.0004

	
	Std
	0.0206
	0.0205
	0.0221
	0.0234
	0.0286

	
	T-stats
	3.4964
	2.1077
	-0.9537
	-0.8363
	-1.0966

	Earnings
	Mean
	0.0013
	0.0005
	0.0005
	-0.0007
	-0.0011

	
	Std
	0.0240
	0.0217
	0.0223
	0.0226
	0.0253

	
	T-stats
	4.3452
	1.7970
	1.9907
	-2.4604
	-3.5198

	Volatility
	Mean
	0.0006
	0.0009
	0.0005
	-0.0003
	-0.0011

	
	Std
	0.0169
	0.0190
	0.0219
	0.0243
	0.0312

	
	T-stats
	2.8268
	3.8332
	1.6825
	-0.9639
	-2.9108



Table 9 showcases the outcomes derived from the application of the Fama-French 3 factor model during prolonged holiday periods. This analysis uncovers unique dynamics, diverging significantly from the findings obtained through the utilization of the CAPM model. Particularly noteworthy are the nuanced variations observed in abnormal return patterns across various firm characteristics.
While Affordability continues to display a consistent trend, characterized by diminishing mean returns across different groups, the introduction of additional variables such as Growth and Earnings provides deeper insights into the underlying dynamics. These newly incorporated variables reveal intriguing trends. Specifically, Growth demonstrates a noticeable upward trajectory in both mean return and t-stats, suggesting a potentially favorable impact during the observed holiday periods. Conversely, EPS exhibits an downward trend in mean returns, indicating an unfavorable impact on holiday effect. This could be due to that firms that have lower EPS tend to be smaller firms, as the two variables have a correlation of 0.391. 
Furthermore, unlike the trend observed in the CAPM model where the momentum variable demonstrates a downward trajectory, the results from the Fama-French model reveal no discernible trend in the momentum variable. Additionally, although size variable does not show a consistent trend in the analysis, size Group 0 emerges prominently with the highest mean return and t-stats, underscoring a significant deviation from the null hypothesis. This emphasizes the potential influence of firm size on abnormal returns during extended holiday periods.

Table 10: Fama French Short holiday result
	
	Group
	0
	1
	2
	3
	4

	Affordability
	Mean
	0.0003
	0.0001
	0.0000
	0.0000
	-0.0005

	
	Std
	0.0212
	0.0219
	0.0220
	0.0247
	0.0287

	
	T-stats
	1.4633
	0.3163
	0.1983
	0.1554
	-1.8518

	Size
	Mean
	0.0008
	0.0000
	-0.0007
	-0.0006
	0.0003

	
	Std
	0.0240
	0.0243
	0.0245
	0.0246
	0.0219

	
	T-stats
	3.4064
	0.0468
	-2.7701
	-2.2947
	1.5555

	Liquidity
	Mean
	0.0010
	0.0004
	0.0001
	0.0000
	-0.0015

	
	Std
	0.0214
	0.0208
	0.0209
	0.0239
	0.0308

	
	T-stats
	4.4625
	1.8281
	0.3716
	-0.0097
	-4.8108

	Growth
	Mean
	-0.0002
	-0.0003
	-0.0001
	-0.0002
	0.0007

	
	Std
	0.0241
	0.0234
	0.0224
	0.0257
	0.0237

	
	T-stats
	-0.9605
	-1.0638
	-0.3334
	-0.7602
	2.8669

	Momentum
	Mean
	0.0002
	0.0007
	0.0001
	-0.0001
	-0.0011

	
	Std
	0.0235
	0.0201
	0.0201
	0.0216
	0.0320

	
	T-stats
	0.7536
	3.5922
	0.7331
	-0.2395
	-3.3314

	Price to Book
	Mean
	0.0001
	0.0002
	-0.0001
	-0.0002
	-0.0001

	
	Std
	0.0207
	0.0214
	0.0231
	0.0242
	0.0291

	
	T-stats
	0.4066
	0.8111
	-0.2992
	-0.7264
	-0.2852

	Earnings
	Mean
	0.0006
	0.0002
	-0.0003
	-0.0002
	-0.0003

	
	Std
	0.0242
	0.0240
	0.0231
	0.0232
	0.0248

	
	T-stats
	2.3236
	0.9329
	-1.4708
	-0.8379
	-1.3084

	Volatility
	Mean
	0.0004
	0.0006
	0.0002
	0.0001
	-0.0014

	
	Std
	0.0184
	0.0186
	0.0205
	0.0255
	0.0331

	
	T-stats
	2.0688
	3.4376
	1.0701
	0.3051
	-4.1971



Table 10 reports the results obtained from short holidays using Fama-French 3 factor model. In contrast to the findings from the CAPM model, which predominantly revealed negative returns, the results from the Fama-French model for short holiday periods present a varied landscape. Notably, no consistent trends are discernible across all variables, highlighting the diverse and complex nature of abnormal returns during these brief holiday durations. Each firm characteristic displays unique patterns, with no clear directional trend evident across the groups. This suggests that the influence of firm characteristics on abnormal returns may manifest differently during short holiday periods compared to long ones. The absence of consistent trends underscores the importance of employing comprehensive analytical approaches to unravel the intricacies of market dynamics under varying holiday durations.
The disparity between the findings of the CAPM model and the Fama-French model underscores significant differences in the observed patterns. Given that the Fama-French model incorporates factors related to firm size and value, and the Price to Book (PB) ratio does not demonstrate any discernible trend in the analysis, it suggests that firm size could be the primary driving force behind the observed abnormal return patterns. This inference underscores the importance of considering multiple factors, particularly firm size, in understanding the underlying mechanisms influencing abnormal returns during holiday periods in the Chinese stock market.
[bookmark: _Toc166010569]5	Conclusion
In conclusion, this study delved into the phenomenon of holiday effects within the Chinese stock market, employing both the Capital Asset Pricing Model (CAPM) and the Fama-French 3 Factor Model to analyze abnormal returns across varying holiday durations. Through meticulous examination of the data spanning from 2014 to 2023, several key insights have been unearthed, shedding light on the intricate dynamics underlying market anomalies during holiday periods.
The exploration of holiday effects across different durations unveiled intriguing variations in abnormal return patterns. The findings obtained from the CAPM and Fama-French models show significant discrepancies, further emphasizing the need for comprehensive analyses that account for the temporal dimension of market phenomena. 
Such discrepancies suggest that firm characteristics, such as size and value may be the main factor influencing holiday effect. 
The firm characteristics analysis revealed distinct discrepancies between the findings obtained from the CAPM and Fama-French models, underscoring the multifaceted nature of abnormal return patterns. Under the CAPM model, the result provided insights that holiday effect is primarily driven by affordability, size, and momentum while such result is not consistent under the Fama-French model. The integration of firm size and value factors within the Fama-French model elucidated more nuanced understandings of market dynamics. Notably, the absence of discernible trends in the Price to Book (PB) ratio, highlighted the significance of firm size as a primary driver of abnormal returns during holiday periods.
By elucidating the mechanisms underlying holiday effects and their implications for individual stocks, this study contributes to the existing body of literature on market anomalies, providing valuable insights for investors and policymakers alike. Furthermore, the findings underscore the importance of adopting a multifaceted approach that incorporates various factors, particularly firm size, in understanding and navigating holiday-induced fluctuations effectively.
Moving forward, continued research in this area holds promise for further refining our understanding of holiday effects and their broader implications for market efficiency and investor behavior. By leveraging advanced methodologies and comprehensive datasets, future studies can build upon the insights gleaned from this research, paving the way for more informed investment strategies and enhanced market resilience in the ever-evolving landscape of the Chinese stock market.
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