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Abstract

Seasonality is a well-established phenomenon across a range of asset markets, includ-

ing equities, commodities, and real estate. Although prominent attention has focused

on equities, recent work highlights that liquidity cycles and strategic behavior are im-

portant across broader asset classes. This review surveys both classic and more recent

contributions, emphasizing that liquidity fluctuations, search frictions, and bargaining

dynamics jointly drive seasonal asset market patterns. In particular, we discuss how

recent models incorporating heterogeneous agents and market imperfections naturally

account for observed seasonality.

1 Introduction

Seasonality in asset markets refers to predictable patterns in returns, transaction volumes,

and liquidity over the calendar year. Early work in finance identified strong seasonal pat-

terns in stock returns (Rozeff and Kinney, 1976; Keim, 1983), but similar phenomena have

been observed across a broader set of assets, including real estate, bonds, and commodities

(Goodman and Thibodeau, 1998; Dusak, 1973). Understanding seasonality is important for

interpreting market behavior, testing market efficiency, and designing investment strategies.
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While some explanations appeal to tax effects or behavioral cycles, more recent work

emphasizes liquidity fluctuations and strategic timing by market participants. A growing

literature models how matching frictions, bargaining power, and heterogeneous timing pref-

erences contribute to observed seasonal outcomes.

2 Evidence from Different Asset Markets

2.1 Equity Markets

Stock market seasonality has been extensively documented, beginning with the January effect

(Rozeff and Kinney, 1976). Small-cap stocks exhibit higher returns in January, likely linked

to tax-loss selling and liquidity rebalancing (Keim, 1983; Boudoukh et al., 1994). Broader

seasonal return patterns, such as the ”sell in May and go away” phenomenon, have been

confirmed across international equity markets (Bouman and Jacobsen, 2002).

Less prominent studies, such as Heston and Sadka (2008) and Kelly and Malyshkina

(2014), refine the understanding of cross-sectional seasonal effects, suggesting interactions

between liquidity risk and calendar timing.

2.2 Bond and Commodity Markets

Bond returns also display seasonality, with evidence of a January effect similar to equities

(Jordan and Jordan, 1991). Institutional rebalancing and fiscal-year reporting cycles likely

contribute to these patterns.

Commodity futures exhibit stronger and more persistent seasonality, largely driven by

supply and demand cycles (Dusak, 1973; Gorton and Rouwenhorst, 2006). Seasonal varia-

tions in inventory and production, especially in agricultural commodities, naturally generate

predictable price movements. Singleton (2013, 2014) demonstrate how investor flows and

speculative behavior amplify these fundamental cycles.
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2.3 Real Estate Markets

Seasonality is particularly pronounced in housing markets. Transaction volumes and prices

tend to peak in spring and summer, reflecting both liquidity cycles and behavioral factors

(Goodman and Thibodeau, 1998; Ngai and Tenreyro, 2014).

Recent theoretical work has sought to explain these patterns more rigorously. Selcuk

(2014) presents a search-theoretic model where liquidity shocks drive cyclical housing market

outcomes. Relatedly, Selcuk (2013) studies how liquidity-constrained sellers are vulnerable

to predation in low-activity periods, echoing earlier findings by Novy-Marx (2009) on real

estate cycles.

Work by Brunnermeier and Julliard (2008) and Genesove and Han (2012) also highlights

the role of bargaining frictions and expectations in shaping seasonal real estate prices.

3 Mechanisms Behind Seasonality

3.1 Liquidity and Search Frictions

Liquidity cycles are central to seasonal market behavior. Models by Albrecht et al. (2006) and

Carrillo (2012) emphasize that liquidity variation across time changes matching probabilities

and equilibrium outcomes. Directed search models naturally produce periods of high and

low transaction intensity.

In housing markets, Ngai and Sheedy (2020) extend search models to allow endogenous

search effort, generating realistic seasonality even without external shocks.

3.2 Behavioral and Institutional Factors

Behavioral finance literature attributes some seasonal patterns to shifts in investor sentiment

(Kamstra et al., 2003). Institutional features, such as fiscal-year effects and tax policies,

further reinforce timing-based cycles (Boudoukh et al., 1994).
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4 Discussion and Conclusion

The combination of liquidity cycles, search frictions, strategic behavior, and behavioral fac-

tors provides a rich explanation for seasonal phenomena across asset markets. Although

initial studies focused primarily on equities, it is now clear that seasonality arises in markets

with decentralized matching and bargaining, such as real estate and commodities.

Seasonality remains a robust and important feature across asset classes. While early

theories focused on tax motivations and behavioral cycles, recent work incorporating liquidity

shocks, search frictions, and strategic timing provides a more unified and powerful framework.

Further empirical work, particularly in mid-tier asset markets, will help refine these models

and better account for cross-asset and international variations in seasonality.
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