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ABSTRACT

TheaimofthestudyistorevealtheexistenceofanabnormalreturninthecityindicesinBorsa
Istanbul.Threeimportantcalculationsweremadeforthedetectionofanabnormalreturn.Thefirst
wasthecalculationofadjustedreturns.Thesecondwasthecalculationofbetacoefficientsforcity
indices.Thethirdwasthedeterminationoftherelationshipofeachcityindextothemarket.According
tothefindingsobtained,therewasanabnormalreturninthecityindices.Inotherwords,eachof
thecityindicesmadeaprofitonmarketreturns.However,thesereturnswerealmostequaltomarket
returns.Whenthebetacoefficientswereanalyzed,itwasseenthatthecoefficientswereequaltothe
theoretically-expressedaveragemarketbetacoefficient.Thus,thecityindicesandthemarketare
movinginthesamedirection,andtheresultsarestatisticallysignificant.
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INTRodUCTIoN

Determiningtheperformanceoffinancialassetsandthefactorsaffectingtheseperformancesisone
ofthemostimportantissuesexaminedbythefinancialliterature.Accordingtofinancetheory,the
returnofariskyassetisequaltothesumoftherisk-freereturnofanassetandtheriskpremium.The
parameteraffectingtheriskpremiumisthebetaparameterusedasasystematicriskcriterion(β).
Betacriteriacantakevariousnumbers.Forexample,ifbetaisequaltoone,thereturnontheassetis
themarketreturn.Ifthebetaislargerthanone,thereturnontheassetisabovethemarketreturn.If
thebetaislessthanone,thereturnontheassetisbelowthemarketreturn.Sometimesitcanbeseen
thatthebetaisnegativealthoughthisisrare;thisisinterpretedasasituationwhereboththereturn
onassetsandmarketreturnsaredeemedtobereversed.

Beta isacriterion inwhichonehypotheticallyassumes that systematic risk iscomposedof
variousriskfactorsthatcannotbeeliminatedbydiversification.However,whethersystematicrisk
elementscanberepresentedasasinglecriterioniscontroversialinthefinancialliteraturebecause
thesystematicriskcriterionhasmorethanone,componentandthepowerofthesecomponentsto
affectfinancialassetsisdifferentfromeachother.Furthermore,whatarisk-freeassetmeansisalso
controversial.Forexample,onerisk-freeassetmaybecalledatreasurybill,butthereisnoriskof
non-reimbursementandliquidityofthetreasurybill.Atreasurybillisreservedforallothersortsof
risks,interestraterisksandreinvestmentrisks,forexample.Anotherissueoftendiscussedisthat



International Journal of Corporate Finance and Accounting
Volume 8 • Issue 2 • July-December 2021

13

oftherisk-freeasset.Willitbeshortterm?Isitlong-term?However,allthesediscussionsandnew
claimsdonotadverselyaffecttheexplanationpowerofthecapitalassetspricingmodel(CAPM).

Whetherinvestorsareabletotradeandearnabnormalreturns(earnings)isanotherimportant
issueinvestigatedinthefinanceliterature.Accordingtotheefficientmarkethypothesis(EPH),which
remainedvaliduntilthelate1950sand1960s,financialmarketsoperateundertheassumptionoffull
andexactinformation.Accordingtothisassumption,themarketpriceofthefinancialassetreflects
alltheinformationthatmayaffectthepriceofthatasset.Inotherwords,thelawofoneapplies.If
theequilibriumpriceinthemarketdeterioratesforatemporaryreason,thearbitragemechanismwill
stepinandbringthemarketbacktobalanceautomatically.Thetheoremmadethisassertionunder
theassumptionthatfuturepricemovementscannotbepredictedbytakingadvantageofpastprice
movements,soassetpricesarerealizedbychance.Twoimportantclaimshadbeenputforward.First,
itisnoteasyfortheinvestortoprovideabnormalreturns.Second,technicalanalysiswillnotbeable
todeterminethedirectionofchangeinassetprices.

Ontheotherhand,Fama(1970)mentionedsomesigns(oddities)thatdonotsupporttheefficient
hypothesiswhilefindingssupportingtheefficientmarkethypothesiswereincludedinthearticle.
Someofthesesignsareintheliteraturesuchasthesmallfirmeffect,theJanuaryeffect,market
overreaction,excessivevolatility,reversalofaveragereturn,andtheassertionthatnewinformation
willnotalwaysbeimmediatelyreflectedonstockprices.Inthiscase,contrarytotheefficientmarket
hypothesis,abnormalreturns(anomalies)maybeexperienced.

ThegoalofthisstudyistodeterminetheexistenceofabnormalreturnsinthecityindicesinBorsa
Istanbul.Inthiscontext,theexistenceofpossibleabnormalreturnsinCityIndiceswasdetermined
asaresultofcalculationsbasedontheinformationdescribedabove.

LITERATURE

In the literature review,studiesconductedspecificallyoncity indiceswerenot found; therefore,
pioneeringstudiesonstockmarketindexes,indexreturns,andstockreturnsweresummarizedfroma
widescopeperspective.Accordingly,inthecasethatanyriskfactororapieceofinformationaffected
thestockmarkets,andthiseffectwasdeterminedasagainabovethemarketreturn,andifthiseffect
occurredcontinuouslyincertainperiodsormoments,existenceofanabnormalreturnwasmentioned.

Inhisstudy,Shleifer(1986)identifiedanabnormalreturnforeachstockthatwasannouncedas
includedintheStandard&Poor’s500indexsinceSeptember1976.Afterthisabnormalreturnwas
reflectedintheindices,hefoundthatthispricemovementcontinuedfor10days.Thisabnormalreturn
incidentcausesallindexfundstomoveupwards.Ontheotherhand,hecouldnotfindarelationship
betweentheemergenceofabnormalreturnsandthedisclosureofbondratings.

Pesaran & Timmermann (1995) identified excessive returns in American capital markets
foracertainperiodintheirstudies.Indeterminingthis,theyarguedthatinterestrates,monetary
expansion,industrygrowthindex,andprofitshareearningsaretheinternalfactorsthatexplainthis
excessivereturn.Inanotherfinding,theyfoundthatstockreturnsarerelatedtothebusinesscycle
ofthecompany.However,theyclaimedthatstockreturnswerenotonlytheresultofthisfactorbut
alsoexternalshocks,suchastheoilshockin1974.

Intheirstudy,Barber&Lyon(1997)investigatedtheexistenceofabnormalreturnsinstock
certificatereturnsoverthelongrun.Forthis,theauthorsdevelopedanewcriterionforthecalculation
ofabnormalreturns.Thereisareferenceportfoliointhecriteriatheydeveloped,andtheauthors
compared the returnsof the referenceportfoliowith the returnon investment (capital) forother
companiesavailableinthesample.

Keim(1983)examinedtheexistenceofabnormalreturn.HefoundthatthereturnsinJanuary
weremuchhigherthaninothermonths.Healsofoundthatthereisanegativerelationshipbetween
thesizeofthecompanyandtheabnormalreturn,andthemajorityofthereturnonJanuarypremium
isrealizedonthefirstdayandduringthefirstweek.
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