ResearchGate

See discussions, stats, and author profiles for this publication at:

Football and exchange rates: Empirical support
for behavioral economics

Article /n Psychological Reports - November 2007

DOI: 10.2466/PR0.101.6.643-654 - Source: PubMed

CITATIONS READS
8 100

3 authors, including:

@ Bilkent University central bank of TRNC

142 PUBLICATIONS 1,609 CITATIONS 10 PUBLICATIONS 22 CITATIONS

SEE PROFILE SEE PROFILE

Some of the authors of this publication are also working on these related projects:

poject  Energy Economics: Effect of Qil prices on macroeconomic variables

All content following this page was uploaded by on 07 May 2014.

The user has requested enhancement of the downloaded file.


https://www.researchgate.net/publication/5673699_Football_and_exchange_rates_Empirical_support_for_behavioral_economics?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/5673699_Football_and_exchange_rates_Empirical_support_for_behavioral_economics?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/Energy-Economics-Effect-of-Oil-prices-on-macroeconomic-variables?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/M_Hakan_Berument?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/M_Hakan_Berument?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/Bilkent_University?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/M_Hakan_Berument?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Burak_Dogan2?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Burak_Dogan2?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Burak_Dogan2?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/M_Hakan_Berument?enrichId=rgreq-1a9292353142287d443a617682600c8d-XXX&enrichSource=Y292ZXJQYWdlOzU2NzM2OTk7QVM6OTcyODMxNDgzNTM1NDVAMTQwMDIwNTUxODY5OQ%3D%3D&el=1_x_10&_esc=publicationCoverPdf

Piyobological Repores, 2007, 101, 643-634, & Psychological Repores 2007

FOOTBALL AND EXCHANGE RATES: EMPIRICAL
SUPPORT FOR BEHAVIORAL ECONOMICS

GULIM EKER HAKAN BERUMEMNT
Departement of Turkroh Langunage and Literature Departssent of eownmics
Haceitepe University Bifleert Universiy

BURAEK DOGAN

Ulnrdderseeretarmat of Turkinh Tredsam

Semimary —Recently, economic theory has been expanded o incorporate emo-
rions, which have been assumed to play an important role in financial decisions, The
present study illustrates this by showing a connection between the sports perfermance
of popular narional foothall teams (Besikeas, Fenerbahee, and Galatasaray) and per-
formance of the Turkish ecomomy, Specifically, a significant positive association was
found berween the suceess of three major professional Turkish faorhball teams and the
exchange rate of the Turkish liva apainst the U8, dollar. The effect of the foothall
success of geveral Turkish foorball teams on the exchange rate of the Turkish lirs was
examined using the simultancous muliiple regression model with predictor measures
of wins, losses, and ties for different combinations of teams to predict the deprecia
tion rate of the Turkish lira berween the years 19587 and 2003, Wins by Turkish Foor
ball teams against Foreign (non-Turkish] vivals increased with exchange rate deprecia-
tion of the Turkish lira against the LS, dollar.

Emotional factors contributed an important role in behavioral econom-
ics and finance (Loewenstein, 2000; Romer, 20000 as choices and strategies
of economic agents depend on their emotional states (see Stracca, 2(dM, and
the references cited therein for relevant literature).

The number of studies assessing the significance of emational factors in
decision-making has increased recently. Now there is a world-wide literature
analyzing the effects of football, called soccer in the USA, on various macro
series. For example, Ashton, Gerrard, and Hudson (2003) noted a statisti-
cally significant positive relation between performance of England’s national
foothall team and the price movement of the shares in the London Stock
Exchange’s FTSE100 index, which represents the share prices of the 100
largest companies traded in the London Stock Exchange. Berument, Ceylan,
and Gozpinar {(2006) and Edmans, Garcia, and Noeli (2007) also provided
evidence that the success of football teams affects the stock market. The for-
mer reported that Turkish teams’ wins against foreign rivals were associated
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06800, Ankara, Turkey or e-mail (berument@bilkent.edutr)l. We thank Anita Akkas and the
anonvmous referees far their valuable comments.
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644 G. EKER, ET AL

with increased returns in the Istanbul Stock Exchange, whereas the larter
work, using cross-sectional data from 42 countries, showed losses in interna-
tional football games resulted in statistically significantly lower returns in
stock markets, but they did not find similar evidence for wins,

Pollard (2002) provided evidence of a relationship between the World
Cup successes of sclected countries and their growth performance by observ-
ing the real GDP growth of the Waorld Cup winner countries in the winning
vear. Berument and Yucel (2005) argued that, since success of foothall
teams could be interpreted as a proxy for the economic agents’ mood and
sclf-csteemn, higher production due to better social behavior and more effi-
cient decision-making by agents should be observed. They provided empiri-
cal evidence that wins against foreign rivals were associated with increases in
Turkish Industrial Production Index growth. This paper assesses only the di-
rect effects of football success on exchange rates. Even if there might be an
indirect effect of foothall successes on the exchange rate through growth and
stock markets, since daily data were used, assessing this indirect effect was
not feasible.

To be more specific, two types of questions may be asked: (1) whether
each rype of result affects the exchange rate (if the win, tie, and loss of each
game affects the depreciation), and (2) whether the score of each game af-
feets the depreciation in the same way since each team’s supporters have dif-
ferent socioeconomic backgrounds, Answers to these questions were sought
using transfer function analysis similar to procedures of Berument and Yueel
(2005} and Berument, Ceyvlan, and Gozpinar (2006},

There are various reasons for looking at the effect of football success on
the exchange rates of the Turkish lira. Firstly, the exchange rate is the most
sasily accessible financial variable in Turkey as in most emerging economies.
Secondly, the volatility of the exchange ratc for most emerging markets is
high; therefore, Type 2 error—not rejecting the null when it is false—is low-
er (see Neter, Wasserman, & Kutner, 1985, p. 71; Berument, Akdi, & Ara-
kan, 2005). Thirdly, the foreign exchange rate might conceivably be used as
a proxy for saving behavior in most ol the economies that do not have
well-functioning, stable financial markets. For example, Conway (1995) and
others cited therein argued that savings are made in foreign currency in ccon-
omics with high and volatile inflation, For example, with high inflation, the
pricing mechanism will not work properly. Indeed, the nominal interest rates
did not match the increase in inflation for Belarus, Georgia, Kazakhstan,
and the Ukraine. This makes the real return on national currency nominated
savings negative. Therefore, savings were usually held in foreign currency to
avoid deterioration of private wealth. The Central Bank of The Republic of
Turkey (1999, 2007) argued the same for Turkey. Thus, higher savings de-
mands increase the demand for foreign currency and an increase in foreign
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currency demands increase its price, so the exchange rare increases [depreci-
ation),

Social psychology literature suggests that supporters are affected by the
success of their team, which in turn affects their decision-making (see, for ex-
ample, Kimble & Cooper, 1992; Parkinson, Totterdell, Briner, & Reyvnolds,
1996; and ITbarra, 1999, Tolman (1943) and Tharra (1999 argued that fol-
lowing a win by their team, supporters feel more confident about themselves
and their decision-making. Hire, et of, (Hirt, Zillmann, Erickson, & Kenne-
dy, 1992) noted that after a win supporters overestimate their own perfor-
mance. As a result of this, like Ashton, et af. (2003), economic agents de-
mand more assets and the demand for foreign exchange increases in nonper-
fectly functioning financial markets. In an emerging market such as Turkey,
this kind of a behavioral choice increases the value of the foreign currency
(U.S. dollar) in the domestic currency (Turkish liral, so depreciation occurs
tone may lock at Stracca, 2004, and Lester, Yang, & Spinella, 2006, for rea-
sons concerning increased demand for assets under various emotional and
visceral factors.)

Usually, when looking at the effects of wins on foreign exchange, it is
important that only the effect of scores for games played against foreign
rivals are taken into consideration. Two basic reasons can be cited for this.
Firstly, a win against a domestic rival means a loss for another domestic
team, so the effect of a win of one team may be canceled out by the effect
of another team’s loss. Secondly, as Berument and Yucel (2005} argued,
wins against foreign rivals may boost self-esteem even more because both na-
tional pride and being a supporter of a domestic ream are involved. In the
next section the models used to estimate the behavior of the exchange rate
are presented.

Moner

To assess the etfects of the foreign games by Turkish teams on the de-
preciation rate, one of the most popular time series methods, transfer func-
tion analysis, was adopted. This method is a form of multiple lincar regres-
sion analysis used o assess the role of a set of exogenous variables in ex-
plaining the behavior of a dependent variable not predicted by the lagged
dependent variables when all the variables enter the specification simulta-
neously. To be specific, it is assumed that the dependent variable is explain-
ed by its own lag values; and if a set of exogenous variables has explanatory
power after considering the dynamics of the dependent variable, this set of
exogenous variables is said to have explanatory power for the dependent
variable (see Enders, 2004, pp. 247-261; Berument & Yucel, 2005, for de-
tails). Thus first the following multiple regression model was proposed:
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DEP, = B WIN, + B TIE, + B LOSS, + 3 B0, + 3 0, DEP,_ +e, [1]
=1 i=1
where DEP, stands for the daily exchange rate depreciation for the Turkish
lira in terms of U.S. dollars, and the subscript ¢ is used for its time period.
Diepreciation is defined as
: UsD, - USD, _, B
Dep, = ——ap, 10000
where UUSD, is the Turkish lira value of the U.S. dollar at Day ¢, DEP,_,,
DEP, _5...DEP, 5 are the 1, 2, . ..5 daily lag values of the depreciation
rates. WIN, is the number of wins a team has against a foreign rival in the
Champions League. Similarly, TIE, and LOSS, are the varables for the num-
ber of ties and losses at each given Day ¢ against foreign rivals in the Cham-
pions League. Note that WIN,, TIE,, and LOSS, variables were used on the
success of football teams as an ohservation for the next business day because
all the games were plaved after the operating hours of fnancial markets.
Variables [}, to Dy, are the dummy variables for each day of the week,
which are ser to address the day of the week effect for Monday through Fri-
dav. For example, [, takes the value of 1 for Mondavs, and 0 otherwise;
[, takes the value of 1 for Tuesdays, and 0 otherwise, etc. There are two
reasons for including the dav of the week effect. One is that it accounts for
a possible systematic variation in the depreciation rate. Aydogan and Booth
{2003) argued that, given the different liquidity requirements of firms, de-
mands for foreign exchange (and thus the depreciation rates) will be differ-
ent. Thev observed that Tuesdays will have higher depreciation rares than
Fridays. Moreover, Tuesdays and Wednesdays are the official match days of
the Champions League. If onc excluded the day of the week effect, one
might attribute higher or lower returns on the next business day (Wednes-
days and Thursdays) to success in football rather than the day of the week
effect.
The data for daily depreciation were gathered from a daily newspaper.”
For the success of football, the scores of the top three teams in Turkey, Be-
siktas, Fenerhahce, and Galatasaray, were observed. These three teams are
the biggest in terms of their number of supporters, These teams have sup-
porters all over Turkey, not just concentrated in one or two geographic re-
gions., Thus, the wins of these teams are likely to affect Turkey all over com-
pared to a regional team’s wins. Moreover, most people associate self with
one of these teams; a supporter of a local team is also likely to associate self
with one of these teams. These teams are also considered to be the most

Hirriver thetpe Sawew hurrivetiom.com ).
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successful. Since the establishment of the Turkish Professional Football
League in 1959, only four teams have been able to win the national champi-
onship: Besiktas, Fenerbahce, Galatasaray, and Trabzonspor. Trabzonspor,
considered a local team, won its last championship in the 1983-84 season.

As a separate exercise, the relatonship between exchange rate deprecia-
tion and the wins of other Turkish football teams (besides Besiktas, Fener-
hahce, and Galarasaray) against foreign rivals was assessed. Fvidence was not
statistically significant (not reported). These were parallel to the evidence on
the industrial production (Berument, Inamlik, & Yucel, 2003) and on stock
market returns (Berument, Ceylan, & Eker, 2007).

The data for Fenerbahee's and Galatasaray's scores were gathered from
Tuncay (2001) and Tanrikulu (2002), respectively. The data for these two
teamns, as well as for Besiktas, were updated from a daily Turkish newspa
per’s database.’

Resurrs

The nonstandardized estimared coefficients and the Newly-West robust
standard errors obtained from Eq. | along with the standardized beta are re-
ported in the first three columns of Table 1 (labelled Model 1) for the daily
data of the period between 26/10/1987 and 15/10/2003 with a total of 4,169
observations. The beginning of the sample, the late 80s, overlaps with the
tise of the financial liberalization efforts of Turkey when individuals were al-
lowed to buy foreign exchange easily from Foreign Exchange Bureaus for
savings purposcs; thus, foreign exchange rates could respond to emotional
factors. The end of the sample corresponds to the stabilization of the ccon-
omy, which encouraged the use of Turkish lira-denominated assets for sav-
ings rather than foreign exchange. During this period, Besiktas had 11 wins,
8 ties, and 13 losses; Fenerbahce had 4 wins, 3 ties, and 13 losses; and Gal-
atasaray had 35 wins, 25 ties, and 35 losses; thus, a total of 50 wins, 36 ties,
and 61 losses against foreign rivals. The estimated coefficient for wins was
positive and statistically significant at the 10% level (the selected level of sig-
nificance is 10% unless otherwise indicated) and 1.15% of the variation of
the depreciation was accounted for by the WINs (percentage variations not
reported in the rable to save space). This supports the hypothesis that the
depreciation rate increases with wins in football. Since the Efficient Market
Hypothesis suggests that the behavior of foreign exchange rate depreciation
is not predictable, no variable should explain the behavior of the exchange
rate (see Kan & Andreosso-(Callaghan, 2007, for details). Thus, the find-
ing that WINs explained 1.15% of the variation for the exchange rate was
indeed high. On the other hand, the matches ending in a tie or a loss were

httpd fwrarar hurrivetim, com
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not statistically significant and had negative coefficients. The effect assoct-
ared with losses was grearer than thar for ties in absolure values. This is par-
allel to work by Hewitt and Jackson (1986), who argued thar attriburions
were different after winning than after losing. It is important o note that
the dav of the week effect on the depreciation rate has to be considered in
the estimation process. In Model 1 of Table 1, it can be observed that the
coeflicient of the Tuesday dummy was positive and statistically significant
{explaining 0.41% of the variation in the depreciation rate}. In contrast, the
coefficient of the Monday dummy was negative and statistically significant
faround 0.52% of the variation was explained by the Monday effect). Among
the remaining weekdays, only the Friday dummy had a negative coefficient
(0.47% of the variation was explained by Friday), while all three coefficients
were below the 109 statistical significance chosen, These results were con-
sistent with Avdogan and Booth (2003).

Considering that the result of a match can only be a win, tie, or loss,
there may be a certain amount of collinearity when these three variables are
entered together in the model. To account for this effect, these variables in-
dividually were entered.

5 5
DEP, = ayResuls, + ¥ B D, + ¥ 0, DEF,_ +¢, [2]
i=1 =1

where Resudt, is cither a win or a tic or a loss. The estimation output ob-
tained when WIN is the only match result used can be seen in Model 2 of
Table 1. The effect of the wins by the three teams was again positive and
statistically significant (1.17% of the variation of the depreciation rate was
explained). Moreover, the day of the week dummies suggested that {accord-
ing to Maodel 2 of Table 1), Tuesday, Wednesday, and Thursday had posi-
tive and the rest of the days had negative effects on exchange rate deprecia-
tion, While only Monday and Tuesday were statistically significant, Monday
and Tuesday variables explained 0.32% and 0.41% of the variation in the
depreciation rates, respectively, Models 3 and 4 present the estimation out
put of Eq. 2 when “Resls,” is replaced by TIE and LOSS, respectively. As
can be seen in Model 3, the depreciation rate for the Turkish lira in U.S,
dollars increased due to a tie, bur the coefficient was not statistically signifi-
cant. This result might indicate that Turkish citizens react positively to not
being beaten by a foreign team. However, as Model 4 presents, the total
losses of the three teams were not significantly relared to the depreciation of
the exchange rate, Models 3 and 4 of Table 1 also show that the Tuesday,
Wednesday, and Thursday dummies positively predicted the exchange rate
depreciation with statistically significant coefticients for Tuesday and Thurs-
day (Tuesday explained 0.44% of the depreciation [or both models, and
Thursday explained 0.27% and 0.25% of the variation for Models 3 and 4,




TABLE 1
Exciance Rare Derneciation Due to Torad Wiws, Ties, axn Losses av Trams anp Day o Wik

Variable Maodel 1 Made] 2 - Model 3 Model 4
" Coelficients Cocfficients Coefficients - Cocfficients
Unstandardized Standardized Unstandardized Standardized  Unstandardized Standardized Unstandardized Standardized
B 3 [ B 3E i} TR 8RS B B SE i
WIN 98.85% 5634 0,106 GHI0T FI46 0,106
TIE - 114 2397 _pool 1401 2571 04113
LOSS - 285 2340 -0.Md - 702 2340 L0400 &
Manday -2260F 944 00M8 -22a0t 944 - 00dE =2300F 948 005 22901 948 0050 é
Tuesday 20,100 10481 0083 2008% 1081 0083 20097% 1041 {0,063 20.00¢  InEL 0084 %
Wednesday 119 1031 0055 1057 1004 0.055 1L86 1055 0057 1272 1054 0059 3
Thursday 845 1061 0048 BT73 1029 (048 13.83% 939 .06 l674% 9435 0071 %
Friday — G B76 0,000 - GbE6 ATT 0,000 — G40 B4 000 - 6,46 B3 0.0 z
DEF,_, 0o 0ql 0,091 1,009 011 0051 ol 0t 0,101 oo 1l 0101 =
EP - 013* 003 132 — 13 008 D133 - 015 008 033 - 13" 008 0134 i
EF _, LT I v r 1028 003 0oy 0028 ARTE R P 037 0 007 0,036 E
DEE, ., 0,03 0.5 00123 .03 0.0 0.025 0,03 005 0027 0,413 .05 0,026
1 006G 0415 61 (0% 0.0% 0,060 005 0405 .02 0.015 05 0.052
Toral B 063 0,063 0,052 052
fp=10. tp= 05
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respectively). The Monday and Friday dummies, on the other hand, were
negative for Models 3 and 4, and only the Monday dummy was significant
in bath of the tables (0.53% of the depreciation variation was explained by
Mondays),

Berument, e af. 12003) noted that each team has different tvpes of sup-
porters coming from different socioeconomic backgrounds; thus, they could
respond differently to the scores of the matches. For this reason the investi-
gation was cartied one step further and tested for the effects of the individu-
al wins achieved by the three teams. The following model was used for the
estimation process

5 5
DEF, = &, BW, + oFW, + 0,GW, + ¥ B,0,+ ¥ n,DEP,_, +, [3]
i=1 i=1
where BW,, FW,, and GW, represent the Champions League wins achieved
by Besiktus, Fenerbahce, and Galatasaray, respectively. According to the est
mates output of Eqg. 3, which is presented in Model 5 in Table 2, each
team's wins were related positively to exchange rate depreciation. Moreover,
the coefficients of FW, and &'W, were far higher than the coefficient of BW,
(136,48 tor Fenerbahce and 111.22 lor Galatasaray vs 5.27 for Besiktas) and
were statistically significant. Almost none of the depreciation variation was
explained by Besiktas's wins, 0.16% of the variation was explained by Fen-
erbahce’s wins, and almost 0.12% of the variation was explained by Galata-
saray's wins. This result scems reasonable since Fenerbahce and Galatasaray
have supporters whose sociocconomic status is higher than that of the Besik-
tas supporters, They increased their savings after a win; thus, currency depre-
ciated more after wins of Fenerbahce and Galatasaray (Ogiit-Eker, 2006,
studied the slogans that supporters used during the football matches and
classified the sociceconomic status of each team’s supporters), Furthermore,
the day of the week effect was present for Monday (negative) and Tuesday
(positive), with statistically significant coefficients and explained 0.32% and
0.40% of the variation of the depreciation rate, respectively,

The matches ending in a tie or loss were also included in the model.
Considering the tie scores as the explanatory variable, the variables BW,
FW, and G'W of Eq. 3 were replaced with BT, FT, and GT (ties achieved by
Besiktas, Fenerbahee, and Galatasaray), respectively, as follows:

5 5
DEP, = o BT, + oF T, + i3 GT, + E p 0 +2 wIEPR _+E, . [4]
=1 =1
The estimation output of Eq. 4 is presented in Model 6. A tie score achieved

by Fenerbahce was positively associated with the depreciation rate, and the
cocfficient was statistically significant, as well as being higher (97.79) than




TABLE 2
Excianae Rare Derrecranon sy Inoiviouas Wins, Ties, ann Losses or Faca oF THree Tiams axo Day oF Week

Wariable = Mode] 3: Wins Model & Ties Mixlel 7: Losses
Caeflicients Coefficicnes - Coelficients
Unstandardized Standardized Unstundardized Srandardized Unstandardized Standardized
I SE [i [ LY. [3 B SE B
Besikius 327 12,31 0002 =11.12 12.04 =0,003 1980 12,04 0010
Fenerbahiee 136.48% 20005 0038 97,794 13.51 0.037 5271 13.51 =047
Galuta.sara}' 111.22* 6747 0107 7.54 29.69 (1.600% 23.35 4954 0023
Mnndaj’ —22.66F 943 =049 =22 807 9.54 —Lh030) 23111 9.54 0,050
Tucsday 19,90 10,81 02 2099 10,81 {1054 21.08* 1081 0,085
Wednesday 77 1000 {10054 1204 10,537 0057 13.56 1037 0,062
Thursday 211 121 [ 1544 441 0.067 16,33 941 0oyl
Friday — f8h B.78 (.40 - 6533 BIF 0,000 - b9 875 [LAEA (Y]
DEP,, 0.09 0.11 0.0%) 0.10 0.11 0.100 010 011 0.103
DEP,_; — {137 008 —0.132 - 0,14* .05 0,135 — 13 .08 —1.131
DEF,_; 0.403 0,07 0028 0,014 007 [ERNTS o4 0.07 0037
DEF,_, 0,03 (1013 028 (i 0,03 (L0206 (.03 0.1 0,026
DEP, 5 0,06 (1015 DLDG0 {05 0,03 {.0%2 005 0413 0031
Total 8 (%) .5 53 55
p= 10 Fp= 05,
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those for the other two teams (0.08% of the variation of the depreciation
was explained by the Fenerbahee's ties).

To use the lost matches of each team as the explanatory variable the
variables BW, FW, and GW of Eq. 3 were replaced with BL, FL, and GL
llosses experienced by Besiktas, Fenerbahee, and (Galatasaray, respectively)
as follows:

5

DEP, = o BL, + a,FL, + a,GL, + ¥ B,D, =3 n,DEF, . +€, . [5]
r=l r=|

The estimates [or Eg. 5 are presented in Model 7 ol Table 2. There
were no statistically significant relationships between depreciation and the
losses af the three teams. Morcover, the estimates of the day of the week ef-
feet for each of the daily dummies were robust.

As mentioned before, the efficient marker hypothesis suggests thar ex-
change rate depreciation should not be predictable; R® should be equal 1o
zero, Thus, an B calculation of 3 to 6% is indeed high. The F ratios for the
overall significance of the equation parameters is also high. Thus, we reject
the null hypothesis that the coelficients of all parameters of the eguation are
zero for each specification considered here (not reported). This further sup-
ports the validity of the models.

CAVEATS

Also estimated was the model for different samples and different tvpes
af games. When data were extended to 2004 and 2(H)3, the basic results of
the paper were robust. Moreover, when the model for each of the years be-
tween 1987 and 2005 was estimated, the estimates for the sample vears of
2004 and 2005 were weak. This supports Conway's proposition thar as long
as the economy is considercd vulnerable (or wvolatile), foreign currency is
used for saving purposes.

Turkish teams played in UEFA Cup games (before 1998-99 season
UEFA Cup games and Cup Winners Cup games are considered separately)
as well as Champions League Cup games, Games plaved in Champions
League are more prestigious and associated with higher monetary rewards
(sce Berument, Ince, & Yucel, 2005, for details). We made estimations by
taking both types of games into consideration. Evidence was weak.

We chose the most successful (in terms of number of wins in league
championships} and biggest (in terms of its supporters) three teams that
have supporters all over the nation. The other teams do not have supporters
all over Turkey and do not have as many supporters. Thus, one is persuaded
there is no selection bias, As a separate exercise, the wins of other teams
were also included besides these three against foreign rivals but the evidence
was weak,
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Discussion

The performance of the three Turkish football teams in the Champions
League matches was statistically significantly related to Turkish exchange
rate depreciation. The findings indicated that the wotal wins attained by the
Turkish teams positively and significantly affected the exchange rate, while
the results for total losses and total ties did not affect the exchange rate sig-
nificantly. The findings also indicated that exchange rates were significantly
higher on Tuesdavs and lower on Mondavs compared to the other week-
days, The findings for football scores were even stronger when the match
results were entered into the model individually as wins, ties, and losses,
Also tested was whether the effects of football wins are different for each
team, perthaps due to the different sociocconomic backgrounds of cach
team’s supporters. This effect was highest for wins by Fenerbahce and low-
est for wins by Besiktas.

The findings can be explained by the influence of behavioral cconomics
on finance, Football is a sport followed closely by a very large percentage of
the population, so it is conceivable that it would have general effects on so-
cial and individual psvchology, which in turn could influence general eco-
nomic behavior. Emotional factors, such as enthusiasm, could exrend 1o in-
dividuals’ choices and strategics, following wins against non-Turkish teams.
These choices may depart from cognitive decisions which might have been
made differently had the person been angry or had a negative feeling after a
loss to a non-Turkish team. In the end, the emotional effects on choices
need not be rational in the classical manner and most probably occur due to
people identifying “self” with a football team or a supporters group.
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