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22 719 2 ASE #Mstn EMEIAE W
A wPste ATV e 134 oM AFE
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SEEEXE!
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g 7= ATHXi Li 2002).

AN o mn r
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b d5E HERULS ¥E Aoz sdd
Li 2002: Clement and Tse 2005). ¢|9= &
gl EFAA e AS5E AREANE &
2 AFEA7FE Y] Aol uf ¢ XFela, &
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HARAE 8l AL AHd 92 {2 9
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gt old 7RI 2 719E E4ste AR (large
cap) NdEAEY o]YdZE Pfale & A
oz 7ldcH(Desai et al. 2000: Xi Li
2002). o9 el Rt E 71Ye dHAEF
2z Fxe| iAol A7) wfd AFEA 7t
d&gEe oHeE & +% u o2 d&
GHe] & AR 7IgE 4 I (Kim and

Pantzalis 2003).
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o APdFel oatd T RFEAAA &0
7199 A F4E AFEA7PE Az A
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FE a2 O brien
and Bhushan 1990) ] Qe 7] HFAAAN
< 719N FE AFEAE A

N
BRl 2@ 2

o
MOt o ye m do e

-(U Hr

&o| ¥
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AH7F 2g 93t X eke Ald(consensus
forecast credibility)S #A8HA st AAMA
29] #do] 7IhEHCote and Sanders 1997).
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A7 e AFEAZE R 1d %?l 4& 4
AR & Z1drold, BAY e H“v‘i‘*—i
7}. ¥z 14d E_o} u;q_o_ /\1/\] }%1 %.
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e} zolE Frtz: v H EW &2 Ao
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719 TRE 2AY dAA BATIYY S
o logZ T ot 7| AFAAAEES

4B RGN LGRS
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Analyst Herding and the Determinants of Herding

Yoonyoung Ahn* - Jinho Chang** - Hyunhan Shin** - Youngtae Yoo***

Abstract

Herding behaviour occurs when individuals ignore their private opinions and alter their
private beliefs to correspond more closely with the publicly expressed opinion of others
(consensus). Most recent researches have been identified that the degree of herding
behaviour varies from person to person dependent on individual and environmental factors.
So various factors have been hypothesized to influence herding. But perfect explanation for
the determinants of analyst herding behaviour is so difficult work. Because the analysts
output(forecast) is observable, but the inputs(the process leading to the forecast) are
unobservable.

Based on the prior herding theories and literatures, this paper investigates an empirical
test for the presence of herding phenomenon and its determinants in the context where
herding is most frequently mentioned by security analysts. Using a sample of domestic
financial analyst's earnings forecast data included in the FN-Guide database, this paper
examines whether analysts herding behavior exists in the Korean security market and the
determinants of herding behaviour for a three year period from 2001 to 2003.

First, We find that analysts exhibit propensity of prior consensus herding behavior in the
Korean security market. This result indicates that the prevailing consensus has influence on
analysts choices. Second, we find that there are no significant relations between financial
analyst characteristics and the likelihood of analyst herding. Third, we find that herding
forecasts are more likely to be issued by analysts employed by smaller brokerages, covered
smaller companies and covered firms with higher institutional investor ownership. This result
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indicates that analyst's environmental factors do influence analysts to herd in an earnings
forecast.

We end with the cry for future researches. First, as shown here, we defined and measured
‘herding as the notion of the ‘consensus forecast’ which is the simple mean of analysts
forecasts. But it is widely accepted that there are sheep and shepherds, analysts who are
followers and analysts who are ‘opinion leaders. This implies that naively calculating a
consensus analyst forecast by averaging individual analyst forecasts is inappropriate. So
further research might focus on the new herding measure as mentioned above. Second, if
herding behaviour serves as proxy for analyst ineffectiveness, it can be detrimental to firm
valuation. So examining the relationship between analyst herding and market valuation is
one of the attractive research subjects. These much more demanding tasks are left to future

research and we plan to investigate related matters in subsequent work.

Key words: Financial Analyst, Herding. Analysts earnings forecast herding, Earnings
Forecast Accuracy.
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