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Introduction

Research on market anomalies has been widely carried out by academics and
researchers in the financial sector (Asri, 2013). Sell in May and go away is a calendar anomaly
showing that stock returns from November to April are higher than May to October. It also
known as the Halloween effect (Bouman & Jacobsen, 2002).

Sell in May and go away is an investment strategy with significant market timing
potential and more potential to generate profits with much smaller risks when compared to the
buy and hold strategy (Bouman & Jacobsen, 2002). Additionally, Sell in May and Go Away is
a great long term investment opportunity (Jacobsen & Zhang, 2012). Based on its effects, a
sell-in-May-and-go-away strategy can outperform a buy and hold strategy and protect
investors from large losses during a recession (Guo et al., 2014).

Market efficiency theory states that it is an individual can’t enjoy abnormal returns
because prices reflect all information, so calendar anomalies such as Sell in May and Go Away
are fmpox_vibiej However, Sell in May and Go Away is a simple investment strategy that can
produce abnormal returns by predicting price changes through the seasonal cycles of
November-April and May-October (Arendas et al., 2018).

The seasonal cycle of Sell in May and Go Away can be caused by investor decisions
involving aspects of human behaviour such as herding behavior. When many people sell their
shares in May-October, an individual can carry out herding behavior by following the
direction or decision made by many people. Likewise, in November-April many people buy
shares. This can happen because people unconsciously compare themselves and follow what
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many do (Asri, 2013). The involvement of behavioral aspects not following with market
efficiency theory is an interesting topic for researchers by providing an illustration that Sell in
May and Go Away supports behavioral finance theory more than market efficiency theory.

Several studies in the financial sector have proven the existence of Sell in May and Go
Away and even stated that the existence of Sell in May and Go Away is strong and even
strengthens and does not disappear over time (Bouman & Jacobsen, 2002; Guo et al., 2014;
Zhang & Jacobsen, 2021). However, this differs from Lucey & Zhao's research (2008), which
states that Sell in May and Go Away only reflects the January effect, and its existence needs to
be stronger . Other research states that Sell in May and Go Away have weakened and
disappeared (Dichtl & Drobetz, 2015, Siriopoulos & Giannopoulos, 2006).

Several studies have tried to analyze why stock returns in May-October are lower than
in November-April, one of which is the January effect (Bouman & Jacobsen, 2002; Guo et al.,
2014). Based on researchers' observations, previous studies only examined the January effect
to explain seasonal stock returns and did not use it as a moderating variable. Therefore,
researchers tried to use the January effect as a moderating variable in this study to test whether
it could moderate the relationship between the November-April period and thd high and low
stock returns.

Thampanya et al (2020) research stated that the Southeast Asian stock market is more
speculative than other developed markets such as the US and Europe . This means there is more
possibility of noise traders who can amplify market anomalies. This provides an opportunity
Jor researchers to assess the existence of the Sell in May and Go Away anomaly in ASEAN
countries' markets.

This research aims to provide further evidence regarding calendar anomalies by
examining the existence of Sell in May and Go Away in countries that are members of ASEAN-
5 through daily stock market data from May 2013 to October 2023 . This research also uses the
January effect as a moderating variable to test its influence on the relationship between the
November-April period and thelhigh returns in that period.

Literature Review and Hypotheses

Efficient Market Hypothesis (EMH) is based on the assumption of investor rationality,
where investor will respond to relevant information quickly, completely, and accurately so that
the capital market is efficient (Asri, 2013). Market efficiency theory explains that an individual
can’t get abnormal returns because all market participants get the same information. When a
person or group of people can enjoy abnormal returns over a long period, the market becones
inefficient (Hartono, 2019).

Some opinions that doubt market efficiency theory (mostly practitioners) argue that
deviations easily occur in efficient markets because of behavioral factors that influence humans
in making decisions and acting (Asri, 2013).

An approach called behavioral finance theory has identified behavioral factors that
can hinder the application of conventional financial concepts and theories. One of the
behavioral factors, namely herding behavior, is the factor that caused the phenomenal event
of an uncontrolled increase in stock prices (bubble price) until it finally burst and experienced
an extraordinary decline (dotcom brhble event).

Herding behaviour shows behavior where people do something by following or
imitating what many people do. Herding behavior can occur due to a person's fear of regret
(Asri, 2013). Alexakis et al (2023 ) explained that people tend to group in dangerous situation,
as their findings show herding behavior during the COVID-19 sub-period. Investment
managers and investors can put themselves in a relevant position by anticipating events that
could lead to herding behavior. This shows that stock prices can be formed from the herding
behavior of market players.
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Market anomalies are phenomena whose background, process, or "direction" cannot
be explained, even investment theories cannot always explain them (Asri, 2013). Asri (2013)
explains that market anomalies can be caused by structural factors (such as a lack of market
transparency so that access to information costs money) and behavioral factors (related to
understanding and responding to information that involves human behavior).

Khan & Rabbani (2019) explains in their research that market anomalies can only last
Jor a while in the stock market because rational investors are expected to immediately restore
the market price balance. However, groups who oppose market efficiency theory believe that
deviations in market efficiency, such as market anomalies will easily occur over a long period
of time due to human behavioral factors (Asri, 2013).

The January effect is a market anomaly that shows an unusual increase in prices in
January, different from market prices in other months (Asri, 2013). The January effect is often
associated with investors' consideration of end-of-year taxes and investor optimism at the start
of the new year, with the assumption that if the beginning of the year, namely January, shows
good performance, then in the next year it is likely to provide good performance too (Haggard
& Witte, 2010).

Sell in may and go away, referring to the adage that shares historically tend to perform
worse in May through October than the rest of the month. According to the saying, May is the
beginning of the bearish market, so investors are advised to sell their shares in May (Bouman
& Jacobsen, 2002). The existence of the Sell in May and Go Away phenomenon is an anomaly
that challenges efficient market theory (Bouman & Jacobsen, 2002; Jacobsen & Zhang, 2012;
Plastun et al., 2019).

Sell in may and go away in Bouman & Jacobsen's research (2002) and Guo et al (2014)
show returns in November-April are higher than returns in May-October . Arendas et al (2018)
and Zhang & Jacobsen (2021) also found a higher average stock return in November-April.
Therefore, a hypothesis is formed:

HI: The November-April period has a positive effect on stock returns

Previous research tried to use the January effect as an explanatory variable that
explains Sell in May and Go Away. Bouman & Jacobsen (2002) reject the hypothesis that Sell
in May and Go Away is just the January effect in disguise. Guo et al (2014) also found that the
January effect did not mask in Sell in May and Go Away. In addition, Lucey & Zhao (2008)
Sfound that Sell in May and Go Away may reflect the January effect. The January effect is where
stock returns tend to increase in January. January is included in the November-April period
(in Sell in May and Go Away), which shows higher stock returns than the May-October period.
Referring to previous research, a hypothesis was formed:

H2: memzLiﬁ‘ec‘r strengthens the positive relationship between the November-April period
on stock returns

Sell in May and Go HI @)
Away: November- »
April period

Stock returns

H2 (+)

[ January E,,(f‘emi ]

Figure 1. Research Framework
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Research Method

This research covers five ASEAN countries: Indonesia, Malaysia, Singapore,
Philippines|, and Thailand. The sample collection technique in this research was purposive
sampling. This research uses dynamic panel data anm‘_vsi,jnwhic‘k includes lag in the dependent
variable, to overcome the dynamism of the data. The lag itn the dependent variable shows that
there is model dependence on the current and previous periods, which can cause
autocorrelation. The data’s dynamism can cause endogeneity problems which, if analyzed
using static panel data analysis, can produce biased and inconsistent estimates (Nuansari et
al., 2023). The dynamic panel data regression model can be seen in the following equation
(Febrianti & Setiawan, 2022):

Yie = OVieoa+ BXye+ Wy oo (1)

For 1 is individual units (cross-section), uherej 1,2, f\ rhen tis mmjpem)d where t =
1, 2, Vi T then yg e is dependent variable on th cmss—scuzon unit il to the time period t; then
X'y + is vector of independent variables in the observation of the cross-section unit
of time t with size 1 X k, then u;, is member error, where if assumed, u;, is a one way ervor
component, § is scalar (lag coefficient of expalanator \}ndr)gem)m variable), and f is
constant vector that has a size 1 X k.

This research uses the Generalized Method of Moment (GMM), which is suitable for
overcoming wm’ogenw‘!_\_‘\pmb!ems Theapproach used is the System Generalized Method of
Moment (Sys-GMM) developed by Blundell & Bond (1998). Sys-GMM is used because it can
expand the estimation to cover several levels rather than FD-GMM which is limited 1o the first
difference level only (Nuansari et al., 2023).

Table 1. Variable ’.GI Explanation

Variables Explanation Soutrce(s)
Stock Return The Result or rate of return {Harrrmo,\Z‘QJQJ
of an investment
Sell in May and Go Away One of the calender (Bouman & Jacobsen,2002)
anomalies “hows That stock
returns in May-October tend
to be lower than in
November-April
January Effect A phenomenon where stock (Befadi?mz'., 2016)
returns in January are
higher than other mrma‘h,s!

Stock returns are the dependent variable in this research. To obtain daily stock return
data, capital gain measurements are used. According to Hartono (2019), capital gain is the
difference between the current investment price relative to the previous period'’s price. Capital

gains can be calculated using the following formula:
Pr—Pp_q

Capital gain = - (2)

Where P, is closing share price for period t, P,_|i5 cion
In this research, the November-April permd is uved as an independent va , laking

it as dummy 1, while the other months, May-October, take it as dummy 0. Then January effect

as a moderating variable is expressed as a dummy variable: dummy 1 for January and 0 for

other months. Based on the equation (1), this is the dynamic panel data equation in this

research:

Equation I:

Riy = OR;yq + BiSMGA; ; + Ujp coo et e e (3)
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Equation II:
Riy=06R;, 1+ BiSMGA;; + BoJE; v + BoSMGA; (. JE; 4 + Uy oo (4)

Where R is Stock returns in country lLin periodt, SMGA is Sell in May and Go Away in country
1|pen'ad t, and JE is January Effect i cmmrr_}| 4 Eerfod L

Results and Discussion

Before carrying out regression analysis using the Sys-GMM method, a unit root test was
carried out to ensure that the data used was stationary.

Table 2. Dicky Fuller Unit Root Test Results

Variable Statistics p-value Information
R 3604365 0.0000 Stationary
SMGA 288.3492 0.0000 Stationary
JE 1113212 0.0000 Stationary

This test ensure that the data is valid and stable so that it does not cause autocorrelation
or spurious regression. The unit root test results in Table 2 show that all the variables used
are stationary, with probability values below 0.05.

Table 3. Descriptive Statistics for All Variables

Variable  Observations Mean Srarz_da.rd Minimum Maximum
Deviation
R 11,583 0.0000462 00112359 -0.1161616 0.1369559
SMGA 11,583 04978848 05000171 0 1
JE 11,583 0.0825347 02751896 0 1

Table 4. Descriptive Statistics of Stock Returns

Observations Mean Std. .. 1
Country . Minimum Maximum
: 0 1 toral 0 I Deviation

Indonesia 1710 1217 2427  0.0001729 00002517 0009609 -0.0657867 V1019069

Malaysia 230 1227 2447 -0.0002117 00000734 00068431 -0.0526127 00685075
Singapore j 174 1167 2341 -0.0003064 00006598 0.0115055 -0.1161616 00756824
Philippines g9y 951 1942 0.0001048 -0.000189 0.0176793 -0.1137725 01369359
Thailand ;231 1205 2426 -0.0000735 00001252 00092389 -0.1079935 00793354

AL ss16 5767 11,583 -0.0001036 00001973 0.0112359 -0.1161616 0-1369559
Countries

Table 3 summarizes all variables with descriptive statistical results such as mean,
standard deviation, minimuni, and maximum. This research combines data from capital
markets in five ASEAN countries: Indonesia, Malaysia, Singapore, Phi!ippine.\|, and Thailand
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Jrom May 2013 to October 2023. The November-April period (in the context of Sell in May and
Go Away) as an independent variable is considered dummy I, while the remaining six months
are assumed to be dummy 0. Likewise, the January effect is dummy I for January and 0 for
other months.

Table 4 shows the descriptive statistics of stock returns as the dependent variable so
that you can see the descriptive statistical values of stock returns for each country and each
dummy group. The number of observations in each country is different because the data used
is daily stock return data, while the number of observations from all countries is 11,583 Table
3 shows the positive average in November-April and the negative average in May-October in
each country except the Philippines where the average in May-October is negative.

Table 5. Correlation Matrix

. November-April ~ January
Variable Return (SMGA) EHE,(.,I
Stock returns 1,0000
November-April 0,0134 1,0000
(SMGA) (0,1496)
January Effect 00119 0,3012%%%* 1,0000
(0,2022) (0,0000)

Table 5 presents a correlation matrix to determine the correlation between the
variables used in this research. The results in Table 5 show the highest coefficient value of
03012, namely the correlation between the January effect and the November-April period, so
the matrix correlation does not indicate multicollinearity problems. Based on the rule of thumb
described in Amelia et al (2023), the correlation coefficient between regressions or between
variables must be below 0.8. If the correlation coefficient value is more than 0.8, there is a
multicollinearity problem.

Table 6 is divided into 2 columns: equation model 1 in column 1 and equation model 2
in column 2. Equation model 1 is to determine the effect of the November-April period (which
is based on Sell in May and Go Away) on stock returns, while equation model 2 to determine
the role of the January effect as a moderating variable on the relationship between the
November-April period and stock returns.

Table 6. Sys-GMM Analysis Results

Dependent Variable: Stock Return

Variable 7 3

L1. Stock returns -0.0687162 0.0683579
(0.113) (0.144)

November-April 0.00061 8%*%* 0.0090072
(SMGA) (0.047) (0.480)

January Effect - -0.0284618
(0.636)

L1. SMGA*JE - 0.0234107
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(0.704)
AR (1) -1.98%* -2.03%%
(0.047) (0.043)

AR (2) -0.51 -0.71
(0.610) (0478)

Sargan Test 1.44 2.12
(0487) (0.714)
Observation 11,583 11,583

Based on Table 6, analysis using the Sys-GMM method shows that the November-April
period influences stock returns positively. This conclusion can be seen from the coefficient
value of the November-April variable of 0.000618 and is significant at the 5% level with a
probability value of 0.047 < 0.05.

Table 6 shows that the November-April period positively affects stock returns, so
hypothesis 1 in this study is accepted. The results of this study are in line with research by Guo
et al (2014) and Bouman & Jacobsen (2002). These results prove that seasonal effects can
influence changes in stock prices. In this case the seasonal effects from the November-April
period can influence the high stock returns in that period.

Judging from descriptive statistics, the average stock return in 4 out of 5 ASEAN-5
countries supports the statement of the Sell in May and Go Away phenomenon. On the other
hand, only the Philippines has an average stock return from November to April that is lower
than the average from May to October. This is in line with Bouman & Jacobsen's research
(2002), Guo et al (2014), and Arendas et al (2018), who found that stock returns in November-
April were higher than in May-October.

0.0008
0.0006

0.0004

0.0002 I
. l m
Indonesia 'ysia pura
-0.0002

-0.0004

]
e M

®m Mei-Oktober ™ Movember-April

Figure 2. ASEAN-5 stock average returns from May 2013 to October 2023

The results of this research support the Sell in May and Go Away phenomenon, which
has proven that Sell in May and Go Away has still existed in the last 10 years. This is in
accordance with Bouman & Jacobsen's research (2002) and Zhang & Jacobsen (2021).

The existence of Sell in May and Go Away, which is a market anomaly, shows the
involvement of human behavioral factors such as investor psychological factors. This supports
Behavioral Finance Theory which explains that human behavioral factors can cause market




Telaah Bisnis, xx(x), pp-pp

anomalies over a long period. One behavioral factor, such as herding behavior can influence
an investor’s decisions, as wit fithe case Sell in May and Go Away phenomenon.

Furthermore, suppose it is related to market efficiency theory. In that case, the results
of this research contradict market efficiency theory because the Sell in May and Go Away
anomaly is proven to exist still. This is based on research conducted by Plastun et al. (2019),
which says that Sell in May and Go Away do not support market ¢efficiency theory.

Apart from that, from a practical perspective, Sell in May and Go Away can be
considered a strategy capable of generating abnormal returns by predicting stock price
movements through seasonal effects. Bouman & Jacobsen (2002) explained that Sell in May
and Go Away has quite a large market timing potential and even has smaller risks when
compared to the buy and hold strategy. This can also be evidence that can increase investors'
desires and hopes for Sell in May and Go Away as a strategy, so that Sell in May and Go Away
still exists today because investors still believe in the power of Sell in May and Go Away as an
investment strategy

Furthermore, in Table 6 it can be seen that hypothesis 2 is rejected. This means the
January effect cannot strengthen the positive relationship between the November-April period
and stock returns. This result can be seen from the January effect moderation interaction
coefficient value of 0.0234107, but it is insignificant with a probability value of 0504 > 0.05.

Table 6 shows that the January effect cannot strengthen the positive relationship
between the November-April period and stock returns, so hypothesis 2 in this study is rejected.
Hypothesis 2 was rejected in thelresearch, an independent t-test was carried out on the January
effect variable. The independént t-test was conducted to determine whether there were
differences in stock returns in January compared to other months, as explained regarding the
January effect anomaly phenomenon. The month of January is assumed to be a dummy (1),
while for months other than Januar‘_\1 it is assumed to be a dummy (0). The following are the
results of the independent t-test:

Table 7. hrdependemi t-test of January E ffe%

January Effec

. )/

Observation 10,627 956
Mean 6.27¢-06 0004901
Std. error 0.0001087 0.0003735
Std. Deviation 0.0003735 0.011547
1=-1275
Degrees of Freed:?‘n: I %/34’ I /
H: df{f.;é 4 l/

PIT! > Itl) = 02022

Based on the results of the independent t-test, the calculated T value is -1 2754 with a
probability value of PIL(J’TJ’ > [tl) = 0.2022 at a degree of freedom (DF) of 11581. The
probability value of 0.2022, which is greater than 0.05, shows no difference between the two
groups in this variable. This means there is no difference in stock returns in January with other
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months, so it can be concluded that in ASEAN-5, there is no January effect anomaly, or perhaps
the January effect has decreased in the ASEAN-5 ma:‘ke’.’L

The fact that most ASEAN members are developing couniries could be why the January
effect was not found in ASEAN countries' markets. Tax avoidance is often used as a hypothesis
to explain the January effect. Investors sell some of their shares to avoid year-end taxes (for
tax purposes), so stock trading in January increases because investors start buying back the
shares they sold i However, it is possible that tax regulations implemented in developing
countries do not ¢ause an increase in stock trading in January as is often found in developed
countries (Claessens et al., 1995 ). Therefore, anomalies such as the January effect are not very
pronounced or even not found in developing countries (Claessens et al., 1995).

OZTURK et al (2018) conducted research related to the influence of the January effect
on returns and found that the January effect had no effect on returns because investors did not
take into account factors that could influence company operations such as the January effect
and did not use strategies based on "timing", so strategies such as calendar anomalies did not
develop in the capital market.

The absence of a January Effect in this study also supports Bouman & Jacobsen's
research (2002), which states that Sell in May and Go Away is not the January effect in
disguise. Even though there is no January effect, Sell in May and Go Away is still proven to
exist, seeing that the average stock return for the November-April period is higher than the
average stock return for the May-October period in most ASEAN-5 markets.

Conclusioj

Based on the data analysis and interpretation of research results, the November-April
period positively affects stock returns in ASEAN-5. This proves that seasonal effects can
influence the high and low stock returns. The results of descriptive statistical tests show that
stock returns in November-April are higher than in May-October in 4 out of 5 ASEAN-5
countries. Therefore, this research proves there is still Sell in May and Go Away in the ASEAN-

market.

Furthermore, the research results show that the January effect cannot strengthen the
positive relationship between the November-April period and stock returns because the
January effect was not found in the ASEAN-5 market.

Considering the discovery of Sell in May and Go Away in this research, investors are
still implementing Sell in May and Go Away as an investment strategy. Therefore, it is hoped
that the public and investors can increase accuracy and caution in investing byldeepening their
knowledge regarding market phenomena and anomalies to utilize their existénce well and in
the right portion without experiencing large losses (Which can minimize losses) and maximize
profits in investing.

It is hoped that future researchers can use indexes or other countries' capital markets
to test the role of the January effect as a moderator of the Sell in May and Go Away
phenomenon, considering that this research did not find the role of the January effect as a
moderating variable because the January effect was not found in the ASEAN-5 market.
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