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The herd instinct in analysts’ recommendations:
the evidence from Israel capital market

Konstantin Kosenko

Abstract

The herd instinct is a well-known aspect of group behavior in many social and economic
contexts, and it is also reflected in various financial decisions. As it is based on an
individual’s conscious decision to imitate the behavior of others, it is very important to
distinguish it from a behavior cluster—similarity of individuals’ behavior that results from
unexpected but parallel external factors. Such a cluster can arise for instance when investors
or financial advisors (analysts) have access to general databases and use similar methods to
analyze the data. In such cases individuals may be prompted to act in the same way and at the
same time without being aware of each other’s behavior. Choosing the same time to act in any
way (such as analysts’ recommending a particular share) resulting from interaction between
the individuals does not necessarily lead to imitation of the content itself. The analysis
presented in this study, based on a unique database of about 2,780 recommendations by
analysts in the years 1999-2004 regarding shares traded on the Tel Aviv Stock Exchange,
attempts to identify the herd instinct in the actual recommendations as reflected in the target
prices forecast by the analysts. The results of the study show that it is essential to divide the
analysts’ recommendations by timing, because the timing alters the conclusions regarding the
existence of the herd instinct in forecasting share prices. This study supports the theoretical
forecast that indicates the possibility of two equilibriums, from the aspect of the timing of the
publication of analysts’ recommendations in an endogenous environment (in other words,
when the order of the recommendations is not predetermined), by defining those equilibriums
via empirical tests. Thus, recommendations of analysts made at times that are independent of
the recommendations of other “neutral” recommendations) are over-optimistic, and the target
price quoted in their forecasts deviates from the consensus by nine times the deviation derived
from the model of rational expectations. Despite the inferiority of these recommendations,
measured by the accuracy of the forecast and the extent of new information they contain, the
market does not differentiate between them and others, and reacts to their publication in the
same way. In contrast, recommendations of analysts who are part of a time cluster
(“followers”) are more accurate than those of the neutrals, and they have a higher informative
content (i.e., the new information they convey). That said, an examination of the herd effect in
these recommendations shows that together with the creation of a cluster at the time they are
published, the forecasts of the target price converge towards the consensus. The fact that the
last recommendation in the cluster, published up to 14 days after the first one, also has a
significant effect on the market price of the shares intensifies the market distortion that results
from the herd behavior. The study shows that the herd effect in analysts’ recommendations
becomes stronger the smaller the incentive to introduce a bias and the greater the number of
analysts in the cluster. The current study offers explanations for this, and suggests ways of
improving the efficiency of the information market. The conclusions of the research are that
the new arrangement in the field of financial analysis in Israel, that focuses on revealing how
the analysts operate, is necessary, but not sufficient.
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: ONPMININNA DIINNT ONMVID DXVIIIN TV PVLINNN P

PN ODINNN DT PY? 19INT OMNIYP DXODIIND HW DN NY NN Stickel (1992)
MY PN MITIND NNIAPY DMWY DLOIND NPIND L1 DY I Institutional Investor NP IIND
DXNNND DXOVDMIND DEN ¥INN DY DX11IN DN DORNHDM AN MPNITR P 7All American Team”-2
MAND OFPMDIIN NNX DITIND T,V ONIN DV POINN PYND T DIPHPINN NN

NP IRYD PON OIPNMINNL PMTD DXOYNHNN DXODINY INND 'MW Mikhail (1999)
MOVINNN MNIPN I DTINN DY NNINA NININ NIIYNI NPONN DY NMDYN DNTIN RPN DINDY
MXVNRN DY DN IN FPVINDIN NPMIN P IUPD NPITY INSNI XD NINT DY .PLIND PYND NIINRYA
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PONND P ONIVYPHRN OXNMNND AMTY INSN Hong et al. (2000) .NNTND MIINDN P2 DVLOIVING
NN P2 VIPND DMVYY DINNL PO Y0IWH ,DXODINIR ,DNTIAY X297 .NMNINN NINIPNN 7LD
272102 IR L(DINXNP) NYNINNHN HINNNN NI DTN MVIDN MOV’ MNONN INDID DX
YOMZIY 2T — POINN PYND YN HNH DI DXODMIINY DININ IR DIRNNDND .DYONN DODIIINNA
DN AN NN OIVY DVOITINT INY

NPANT PPIZ MOVINN ANIND 0PI DXV DOLDIIN 1AV DTN ONTN Trueman (1994)
NNONN DY PP NXONN DNDIN DIPNININNI DXOIDNND ON 1P NI YN0 NHTIPN NYIPNI
N2 7N PN NXIN ONX DIINND PIN PINN DONIND W Trueman YW MM 130 .O0TIPN LOIDIND
2PN DM

MNONNL ONITYN DY HAPN DNNIND DINIXNPN NNINNL OMPUnY IRIN Stickel (1992)
woN N3 WP .(MYIPNN) ITYN NMNN DY NPPIN 2W»NNN NYNHD — 1917 INKRD NN OVDIIND
195 .(7All American Team” HI¥I1APA DMI2N) M) OMPHMINNL PPTNY DOONINRI 1ITH OXR NP
AVHINN NSNNTN .OMINRD NN XAPNND DX team-9 DXINWN DYOVDIVINY N NYPIANDN MIPONN
.Trueman 2¥ 571N DY D)

MONDNNN NEXWI ,DLDDIND NPINNA ITY NNMIND Dy DNNTH Cote and Sanders (1997)
POMNN NN PYDVIND OV DNDY PNV NIPNN NI 1230 DNIIVN OY NORIND ONPMINIHNNI
.DpNva

O3 NTIIYA OMX OX) NYHYNN ,NYTN DOV WHnNY) ,0TPN NIPNNY T | Zitzewitz (2001,a)
ITANND NPNT DOON NON ,OPMXONNT OXOIINND DPN DXVDIIIN ) DIPYNN DINRNHN PIOM
oY 12NN OMPHMIND NX J2TYD DXV OPN DXVDITIRY KXY NI 12 10T .(OINIXNPHN 12N ML)
S PNENN OVIN YT TINHD VIDY DY WIANNT AT — PIYO NN YT DY DIMOPN I3
I MOLOY NIPNNION DV DIMDN DXOII 1AV ,POINHN ITINI VYN TR DIMN Zitzewitz
2y DUANNY 017 DXODIIIN DY MPIVIN DY TANX MNP O (Prendergast and Stole, 1996) ©WINNDN
20N YN YINIWA ROINNDT,TIND YNXY PNV

.Welch (2000) >7> 5y P73 NT XYM .NPINN DY OMPMNTNN OXNIAPNN DXODIIN I NPITY INNND)
DYODIIIND NIV DY DONITY DY 22PN 1IN ONXIND DDIIIN DV 1171201 1PIP MINDNN NI TYVW N¥N NI
oY DMNNPN NYIVNY R¥N NI .OMNNPN IR MHNIN OVDINND MIPN [ PIATY .ONTIPN
9531 ,03%7N ONMIN DN TPIPONN GPYN IPN DINNNPIY NIPNI 1PN PN PINKD VOIDINGD
YY) DOTINT PV LPIR NMNN DY LINNL NIYOPNN N IRNIN . PIVI YTHN OV MIPI NPIR
DIINNY 7MVIN M Welch NN 91020 .DVODINNDN PON DY IPOINKI-NON NNMINNN AN PIDND
NV NNDND 2PN OINNNPM NN NNMND NXINNN MDY NNPNI MPINN NIV TURD INY NN
PN PIYI NN I APINHN 110N P0IND)

L1211 ©INNT IN OIPMININN R MOLNY DXODINNR DY DININNT NTIINND NN 1V Tva
212> M2WAN T2 MOUIINN NN WITINY 23D .OMNINDRN DY TTON NIPYN DY 10N TIND VYN
V¥ RUMI .MNINHNN PINI MOIDNND NIINT NI NPRIY ,DOVDIND P NLIVOX PHYNN N0
181 Gul and Russel (1995) .0»ONNN DM TIN MW PN I MONDWYR MNP NININNN NIY
2V YRV TIVD NN DIDIAT PIDLIIND YA NN INIAY PIY 0NN TAN JIVW 0010 NV IV 57N
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NV LPMIAN TIVY DNIN DMIPIND NN TIVD DY P0IN MIPNN AN NN 12D 72 0PN
DTPINN NNPY NP0NNY DXPTYN DXIND,DXI0NINN INY NPT, 070190 DMK MY HVW DD
2N NI, MNINNN YA MDIDNN THN NN DPWN NPYIY DOXXIN NON DIPIN NP

M2Wan NYIYHIN DXVDDIND DY ONDYY N0 Y 90N DTIn w1 Guttman (2005)
DMINN DXVDIIN OXPIDNY YR ,OMAND DNNIN PDID OMPNPPON PYTH 1IN ,DWPYNI
DXODOINT MO DY ITOMN NPV DY DOWaAYR PN OMIOLMID NAPINND DY MOLNN PIIM
NI 7792 .5PUHN XD 1T HIDIDNN IR MJDYNR MINIPN XID DPWN MNPV IV NIIWIRT ,DYPNva
121N MOIIND P2 WP NPXTAD MNIN DOVNYN TUN 11D NN T DTIN DV W1 AN ISP PIN
INDNTIN MNP MDDUN INNNIPND DOVDIND DV MXONNN

HYoNIND Y1 2.2

t €{0,T} »,mnnn NNL” TINT NLIDH Y93 NTIPII NYIHN NN DTIIN DDNINY MID 7Y 97N
NNIN NN DRI VOIIND NINNN NNV IV .NIAND DV (O7NIYII1) NNIN MINIT MDD P2 INIDI —
INXONT NN NS IINN PN DX PNV AN PTYN NN PYY THNON 4 1IN DY STINHND
-3 09NN L4 DY MAXN NN 1230 DOVLDIND DWPYHRN MIIWNL PPTN (£ =0) ¥291 N2 nNna
5Ty Y 0y 1291 £(0)=1/0] XN — MNDIN ¥YPHN 9y Movannn Mown — A~ N(n,,067)
) OWPYAN MWD ¢, >, 95V 72T DV WP MWD PYTD N2W DM ,PIVD N YN
f(0)>0,/(T) <o, f(t,)> f(1,)

12 YITN ONDNN YTRN T2 wHNwn DODIRD L,IPIIN PNN JY IN NN H2INN DY INvoNN1
S NI NNDNNN MY VOIIND DY SV MIPNN ,2TING 232 SV YT NINIY DY D) THNDN)
S, NNOON PYTY, S = A+ & IUND

S NISNN NIVIN NOXPND NP £ 931§ DDININD

EU=aE(F-A4|S,,1)-BEF -A4|S,,1)* - f(t)

LOIIND DV (TYN PNN) IINND — F ;9729 DIV — £ ; TDINNN HMON X GPUN T0oNI0 —o IWUND
IV 293 NPHN OV NOVPA — E £ Y312 WD ONDND YPHRN DI — [ P00 MmN — S ;1 yna §
MOLNZ VOIIND DV NN : OMIPY O¥PIN NYIDYNR NIINND VDIDIND DY NOVIND NMXPNY  NINTD
— (1)) ,(7INNN PPT) MVNN MYO AR POPNY PINND ; (1> NN N NPDOVIIN) NN NN
NINN) TN OWPWAN DY MDD PPT 1Y NIPYL INIONN AN DDIY § LDDIN OV PINNN
N ST DY DOINNN TPNPMVIIND NMYIL OMIPOYN DIVNIN NN DNINPN VN 017 .Y
£ 1127 5PN
9y — Dugar and Nathan (1995), Michaely and Womack (1999), Bernhardt and Campello (1999))
DIDIY DYV NI DTN (111 7POINNRN VPIN? JY — Trueman (1994), Welch (2000) ,n>0NN N>00

.(2005) Guttman 5w 5 by ooan



NPPON NITY TONN 7PINKY ,DWPYNAN DV NPDONN PPTI NPRYI-TN "NINIPY HYNIND NNINNN
.NAN VOMIN OVW NNINNT TY PINOPRD YTIHN HIT OY 98T 1PINT TUD)
NN O3 IR N MINNI 0TI DY TPSPDVIND Y1 NN NI 1% DMIVNIN DI NYPNI

NIPYN NN DN DINISNPNN THOOVNNRD NMOON LF(2) NN — ¢ YN § VOIIN DV (NMINNN) NXOHIN

.DWPWNRN NIDIYN DV NPXPNAD INXDNN NN DDIAY § DDIIND INTI 12V MIDOVIINT
:PYRT ITO INRIN 29D

F—C,=(E,~C)+—

2p
F-C=a+h(E-C) a=—:b=1
2p
IDPVIIND NIPYN IR O) NN £(2) 232 NOMIND DMXPIN DU NI MIMVNIND F-N DY NINN

f=p"-1,
9 PN t; = fﬁl(ﬂos _f\)

: (D29NNVN NN PYNN) Y973 IPYN NPY
90 .20 MXINY ADYIND HMSPND DY NNNN DN MIYVH XD DXODIIN YW MNAD PIva vy NN
NN DDI9N LDVIN IV MIPHRY VIT PN PN NNITYNN OWPYRT NPPY  OTIPN MNINN IV
N 7MONTY NIY VDN YD DY MPILIVOND .NPINT /NP’ ¥ INNN NN OY INSOHN
MOIWNN PPTIHIVIIN MR DV IPPT LOIN DI DY NOWIND HMNPNI : 1N 1D DTN OMVNIMN

DTYN M MIPNI NIHNN PN NN o ~ N(17,,0.) 7PONN 0N S1D 0WwpYnn Yv
ONPRIVIN DY DAPP IR NIVIND ,DWPYUNN NPIX AR MY 00N VDR DV NNV
LDIINY NIDN NN VI NIN ,t*-‘:' PNV I LDIIIN SV HOIDPVIIND JOTN DN : DVDIIIND P NIVIVON

21X PP DV INNONN NYL 1 VDIIIN DY IVIN NTIPID DOWPYNRN NPOND PPTY I 190 OO j

. J DDIN DY NNIHNND NRNIND DWPWHRN NP YW 1PPTLIPYUn — A N, f( —&)+ Af

¥ 10 MR IO DOIIN i DOIIN DY NOYIND NN POPNT T, MIYN DX TINT NI2Y W NNONN
VOIN DV NINDNN L9100 YT TPONN TN TYND 2D WOXTID TIN DTN NPYRPT HINN IO,y
JLODDIND ININ OV OV MIPNRD PTY INYN DTN DWPYNN DY NP PPT NN NOYN NV
NNPHRN — PMYYTRN NNPRY HR IPIND PTI DTN OIPNVYN P TPIPRIVIND HN IIND >

SV PNNND NP IIPINN DI PI 573N PR 1 DDOIX OPYI MY | Af . DWPUnD Nrasa

NNRY NIPN 932 5APH AINNN HMXPNI DY NN 9D JPOYN NNPA NNIDIAD NINND NOXPN
DMIMVNND DMINWN ON : IPYN NPV MY MITVAN PNRYNL ¥ ION NN (1 IPX) TN 7MYTN
INYDI LOIOIN DY NSONNN INXIND NPOXN PYTL NNIPM N3 DY OXPINT DOLDIND DI SV
PINAPIN DAY DNNANRD OMNIPYN OX NN NNIWD .ININNN NIPYL DNDUR INI NI — MYp
NI MXINNN ITOL PYRIN 7PT MYITRD NN OV TININ NP VOIDIND N9ITY IPPONN PPTa

(2 IPN) DNUN
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DIOUN IENID NIT HPUND WY 1 91N

_ Non-Clustering Pattern
EUi

UL(())

£(0) ) i)+ fllyD f(T)
=f(t;) =f(t,)
Mo NN f(17) NN DYPUNN IPD HY PPT WND LT IMBNN 1R NN NN DDI 1 VDHN

1901 2 VDVINY JNIN .2 VDN TV DIDVMNAD NI PITY 20onY | f (tl* )+ £, 19 1Y NN AP HY 11T

YIMMVAINT NIPYL YIINP VONIN DY JIDUN 81 NI 1T MPIPRIVIND ANNIND AMINN NN DU990) SHIONNT 102
ANYNan

S¥9UN 9899902 YWD NPY 12 99N

Clustering Pattern

U2(f(t))
| o Un(d)

flo) fi, £ i+, Py
f('fl,cg) f(rlc‘}

1 2
MNP 555 MNINN AN DDIIN NI NEININ O PURIN D 1 OO9IN, f;, > f, -w s mt mpma

2 DDYIN S DIDLANAD MM 1T, Lz + f,-9 N9 M0 HY IeNn T Ngonn mapya . f, L2 YY) NP2

195 .ARMO ,DMPYNN DY APAYRN PIYT NPT ,NT VODIN DY NI N NNV NONNN NNNEND DY InNMN Nan
MNONNN NP JIDUN IR T .NURIN DDIINT NN TR INYINN NN DD 2 VOIIN

DXODIJIND DN DN .7MIPYI DTN D3 DV NNDNNN 121N 12ID 2122 PADN MY PVNINN DTN
1P PYUNT T ORIND NIIYY 29I DINNNPNN DONIND DWW iMVON NN 0) NIT 1N, 0 Iy NIy
P2 PAVHRN LPONNRN DOYIINRD VI ONIPNYI WITY IPN PONN INNY NIPNRL 23 DTN MNP N
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PN 5097 YT NPX OXWPYNT NIDIVN DY NXDHNNN NIYIVYNY DIVH ,INY 20T TN DXODIIND
Y230 DYPYNN MOIWNL 1PN P OMIDN DXODIIND MININN DY ITOM NMYNY XN DTN M

70 7Y PINN DY NNV 77 .00 OV NNV MINKR D501 IR — DXODIZIND DY YN >IN

Y MDNDUNR — NV IPWN NPY DOV ININIPID MIANDNN NN NPTHID TI2Y ,/METRND NP7 NIR
NYNN PAD YA DNDWN P IYPN OV NN OMIN DOVHYA I DMNIN DNV ITIND M2IN
OPNYI DXWODIIRD NNMNN OV DPORYTH DY NPYTHN IYIVM NPINNN 1PN MOIdNIN

.D»0IIN

Sy nnm .3

VINNT PHRPHOY NN NINN VOMIN 1AW TINNN NINPIT DIIMNYN DR TTYN NYNN NPT1 DWO
:MNNDN TPNPNL MDD

F =f(ES,]I)
25 NN PNNN 2230 NPISN — E = E(A[S,1)-) 7P3nn DY MN8N NN DY NN 8o F IUND
NN NPYTAN MLV PP .PINNN DIDID DY i LDLIND YITN S Y0790 YPRM 1 M NDXN YN
NMY DOPNYD NN ,OY191 OOPN DINXNPN NOIYY INXINNL 1TANN/0IDNND | VDLIN SHN NYT
NI TPNPNI
F-C =g(E-C|S,])
I N 2237 NPIONI VTN ,NSINNN MDY NNPNI NP OWINNP a8»n C = E(4 |1) 9WND
SINNN DIV NYA MINNN YTRN DI 1PN 4
P2 OVDVVLON WPN NPXTLOT DY E-C-1 F-C 2 vpn Dy Tindd 150 Dn»pn ONmn NN
TONN TPIPND IWPN NN PNNY I - MINK 0N .Y NI mmn Yon — 4 A-C-5 F-C
A R)NIRIA
A-C=g"(F-C|S]) +¢
e =A-E
NNDNNN Y20 DTN DMIVNINN D35 DN TONNNNN NN € = 4 - £ D¥ 1PI9Nn myvnw o
HP0INT MPIIN MPNIIVL VINY TIN g NN 1PN ,g‘1 NN TINS5 O WX e = A-E L F,C)
:TINAD IXNN NN R NTIAYA DTN NPONIN KN
A-C=a+ p(F-C) +¢

¢ =A-FE
o= -a
p="b"

DT MODINN SV NN WP F < 1190 ; ANTIND X MOIDNNN IY YIANN L NPUN DTPN
230 NPLINNIN PRVPON P ¥INN NN NOYNI Y0137 YTNRN NIIWNL ONN LOIND — MITINN

.(2001,a) Zitzewitz >ab ,»oowAana moann»
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SV MINNN L1-n NTY OTPRN DX .NSINNN 90V INMPNI TNYN DINSNPN P MIND PN
LOMIXNPY NOIONN LOIIING
SV MNIAN DY DMIMIARNN NI ,D°90N DXPADN ONNYN D130 513 POIXIN DV I PoNn

ANTANNN/MIONNN NTHRY WYY 31710 .C DIMENPY DY DTN DY THNDN) ,DYODIND
NPIMNIVNN AN PTI2ONIN 120 PO VR DINYN DW DNOHIN OY NNNWND N LT DY DTN

.robustness) 5100 Y¥ ATINYN AN THINA

MNAPHANN HNIZ 2YPPI MSONDN IN APINND NV MUYNHNYA NPPINND MTIAYN 11
2V YOINDIAND NPT DY PYONY 110 A0 [ MURT DO MININ WDV Zitzewitz DY 1IN0
YT 9PN 5Y NPAY NMIVARND 1T NVXY MY ; TPNIVPNIN IINND DN INTIANNN N MOIDNNN
TIN SDLHPMIAPND PIND NN AWYNT MVAND N7 1YWY JODIND MEYNNI NN >HYaN >0I9N
LDYODIIND DV (TY1) PNNT) MNINN 7PONN OIIN MOIDNNN 9PN DV 2132

109590 MHYN HITHN METNNN/MIAIND NN .4

22190 AN 4.1
790N NOPYTIV” NN ST DY NI MDTNI HY T00) 1N NTIAYL NN YWY MNUNT DN XIP
DY DOXI1IYL 1NNV DXODITIND MNINN DY ¥R 5911 ,4,000-10 9N Y THY SNONNNN NPINND
PN YV ONDININ 190N DWN NN 199D A 95 .1°2004-1999 S¥ N9PNT NYY MY N9
2370 0N WY 00NN MYPYNN 1IN 21N DY ,PITHN NXDNNN TINN NN, NNDMIND (1H12ND)
(MIYD) DDYDIND YT DY SRNT TYN NN NN DX — (82%-3) NPIXNNN 21T PHNAY ,N¥DNNN DM

TV MY NDNIAN INPIN D1 0NN MR IPTIY VNHD M OV PYNRIN 20w
NN DY IND INDHRN DY NNNT MPINN DY DMOINMIN DXPNKRN) PR MIPTNL DINDIINNN
,(adjusted prices) DIRMNN OPNPN NPIND MIYY NN 19NN 7O JY 90N .(ORONIN 1100
PIMNOPR MYV 57012 >TI JPINNI MXINRNN 7AW MNPNL 1) DMIVI |, TITT RPN DYI1ON
,D»ODYWLON DXIWINN DY D) ToN NRNINII NPIND MYV DY ,NIVIVWN 1PDIDIN MPYIL NMIN PRY
73 AIRNNN INNIN MNYNRI P10 NIHNN O MI0Y 07 NYNANI N2INN DY YXINKDN IYY IR NN
DPNYI P MINDIN NPONIY MIAN D910 ,100 NN TTRD MOIMY JPRY MIIN DY MEONNIN
NPORIVIT MIIND) NPIRITH NNAND DY NPIN DY MXONNN NT NNRNDI DI NNY NI .OMNNIYN
INTNAY MNTNN DXTHNN 1IN NIV 25V (217NN M0 ,07N5Y DXPNVI MINDIN 100 NN TT73
OON NN PITAD NI’ PR W) NTIAYN NN DY IMINNN DV NYPI X 5931 ,2004 1208T »MINNR
VDY MINY 30D PRV ANIN DY AP ON L (DINPN MYV AN IN 992 PHNY OMINPN P2
DN DIMDIN "MV MNINNN DI VRNRNN NN ANV DTPAN PPOL .NPTIN NIPNI NMXINN
YTRN MDY NN 2919 5T HYNN PINKD PPON .0 10-0 MNT HY N1IPN TINT LDIIN NN OV
NN 90 DY YR DOV NPONINIVII NPANN 2,780-1 >MWID YTRY TIVDYN TONN 9101 .MNINNA
HIPNN NNPNA 100 AN-21 NMIND TTHI NIDOIIN NPROMNI

OPON YT MPOR ,DPVIVN DWW HY DNYIND J) TTPN VPOND N Y 191> MRAN 1M1 NaPPY o 7

N3P INYY MINDNNN SY YYONRNANND 19INNY NN MESNNN NI OIN IPY 119N
NION TIN MM .OMY 0559 OYNNVYY DMV DNNIN 5533 ,NMI2) AMNIVN HMNN MIPOIN NNPNN 10
LDYODDING Y DMV SN SN DDA DXPNYN DY MNY MYawn S 1n1p Navna Noand
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TTR2 MO5IN DM MHPND MOYI INNIAN - MNP SNVYS MXININD MIINN NOVIP NIN 15V
20-25-2) 75 R”1 TTH YW HNIAN (NP2 INDHN TON DXINN 70-60-3 553 TIT2 X380 IWUN) 25 NN
73 90 ,NNONNN OPD PIYA TIY : DORAN OPRNIVNT OINNIN DD NI2AND 530 .(INNHNNN OINKR

YN PIY-NM PV SY DN DI L(INDNT NPNN/HNPANN ¥XI11) NIAND DY ORDNIN 2N ,JIRDD

172NN 2V TOINM NNIN TINIT TN NI DR 0NN . MXININ JPNIINY MIIND MIPNVN DPIR

STIN NYIZ 1PN ST DY MY ORPINKRD “Compustat” »11T) 793177 0NN D011 OWNINT
METRNN Y MIAND NSNSy 0NN — NNIAND NIRNDD OMOINIIN DNMN NN DI 1 MDY
NANN YW OPRNIVNN DXPARNDM IIYYNN O9Y 2T, 0XTHN NN NI

1My
AYYINN MNP 19D MADNNN MIANN NNJanh DN DI
Code Number of | Percent of Number of Percent of
firms firms recommendations | recommendations
Banks 90 6 6.74% 280 10.05%
Finance 91 4 4.49% 18 0.65%
Insurance 93 7 7.87% 80 2.87%
Services 94 19 21.35% 623 22.35%
Real Estate 95 9 10.11% 90 3.23%
Industry 96 33 37.08% 1575 56.51%
Investment 97 11 12.36% 121 4.34%
Holding
All 89 100% 2787 100%
D)1 MIANN TY OININMYNN DIIANNN 211939
Assets Market value | Age EBIDTA(%) Analysts Dual
per firm companies
Mean 5,590,447 6,951,651 13 34.32 6,58
Median 899,555 2,427,765 7 30.23 7
Max 89,120,267 | 91,700,171 | 47 100 16 36%
Min 66,580 94,380 1 -12 1
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MDYPN 290 DIVDILIND MEIND NNYaND WAL

Recommendation/Year 1999 2000 2001 2002 2003 2004
Buy 84% 78% 70% 70% 65% 65%
Hold 13% 19% 28% 29% 32% 33%
Sell 3% 3% 2% 1% 3% 2%

ININ JPIND NIYAR MIXINNN 1IN DY NPYTL ODDIND DY NPAMITHN NXDNNN X 0) 1992 79NN 79
v »33 Sell”, ”Underperformance”, ”Hold”, ”Accumulate”, ”Buy”, ”Strong Buy” : mx1p ww)
INING 2DV . PIYI MITYIAN NHZIND NN DY NPDINI MIIYHIY HOINDIN N0 55 7172 INXIN
MEONNN DVOANT NPYTL NI IPINNY TP - APIPY MNP 3-5 DR MYON IPIIN NP
DNNZ NMTI DXODIINT MXONN DV NPDVIINT MOIDND NIV 273 MNAPN 290 (3 21, 1 MY)
2000- DY 27NN 7PN NXIAP MXONNN PHINN .27NIN 2230 VI, MINK MPTH Y20 VIAPNIY
NRNNA ,OINN 64.2-1 DOINN 72.6 11 2001-2000-) 1999

OMIMAYN 9 DY DVDDIND AR DPIOYNRN MYPYNN N1 NND MY 20V : DPVLDIDIND IUNR
IHO»INIW N D MYPWN S12) NPNN NPT 19 I NPRPIT MENIPY

OINYND N1 4.2
(397N) S9N

wvIDY Nuyy (cluster) yav 21DWNRD INNDNN NYL ONDN LOIINR SV INDPNYN IR PTHNY 1T

LFR - leader ) 'mwy Cooper D¢ DNTIAYI MNYRID IINY 221970 DDWIND NITHIND 1PN 7102
(1212 NPNWURID MINDN) X210 VDN DY IINNN PITY X 7NN ,0MTIN *35 .(follower ratio
PTHND OTI .OTIPN PIN PONNONT ITINA INNY NP — DINKR DOVDIIIN Y NPNN NANNI IOV
JS(follower) 521 LOOIN DY ININN T D OMIPIND ONPID ,DXVOVIND DY MNIHNN ITO NN
DIDIAD TY NN YN 20N SNYA 1IN WINN (leader) 2210 LOIN T DY NILNNN DIVIY NP2
IUINRAN TTH NN 157 DINRAL YODVVON NINNIN 29T .OMNIAN DXVOIIND JID NNT NNIN NNIHNN

DNTIPN DYODIDIND NVYY IND DO DIDDI Ivinn Y TTR D200 DXVDDIND X PTHND
NDNNN MINKR OPNPINN NN NN DXODOIIIND IV 12V D7) DIV PINKN ,DMPNININN NN INDID

72Y2 NTTAN AR 9V >TI 52103 - NINK ;92210 TTNN VOIIND 1-10 VT TTRN OX .1 VDIIIN DV
9O 5720 /M Cooper WYY 293 71MYYR >3y 295 XY I NXIMIND NIAND 23D TTHN IWIN N
19INT 552117 2192 IPR VOITIN NNTITIN 29T ;TNR 97210 DOPIIR P NITIN DX : ONITHIND NHITHN P
132 LOYIIR DY DMNITYN T3 ; (DIDUR IMND ,DTIPT DOIIRD DV M JOP TR ,1-0 V1) TT0) "eon

Yo NP Cooper DY TTHN Y0 DY1INN DXVDIDIND DY DIPMININI NN .TTHN 2NN ININ

POMNBA DOV Y D185 DM NUPN DM VTP DD IO N TN ,IPON DY NN DRI Avoxn oinn
.DMYN DMINDI N DDV
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ON ,IINR OO0 IR ,D0TIN DY MNXOND MNDIND OPMININN MINKRY DR MNP
— DD DV NINN NI 1O NN VN (cluster leaders) MIXONN D1PDWR NN ONPMIAPYIY
TN NPIIV — N0N SND TN MNSNND TN MIVYN NXIAPD MOINYN MNINHNN DM
-9 ¥1APY (PINKRD 22390 DY 13D JDWURD D221 DY NXINNN P D51 229970 ANLN) DIDWR W 12907
45% >3 NN 1N N9 MINN .91IWURY MWD NXR GPWHRN NRT MNWN M) M T10 90 Yo 14
N8IPY OIPNHYN IRV DI DLDIN DN OOINK 37 neutrals-n NXIIPY MOIMNWH MNDHNN

MSNPDYN DN DY

399N
METNNN NOYN NN

45%-°150 nb3 TYIRI MvcaT
37% -2°931 DOL0DIN B MydaT

TYIND TYOAT
18% -215wN:T SD29% DOVOSIN MIvSRT

Y5 snb3

S TYunT

b
510N 903 2211 vOPIN

— \ l

P39 N9NN Y »1a9 P

nsYNNN DD N

OIISNP) 13027 NV NINIH

MY 72YD S92 NN PN P Y9N 2N (Mo11 ACC mnwvnin) A - C 72010 MmN
POV OYTOIND DN DN T 7110 NNIN DY T NN 230 DIMINPN MIND PIAY NNX IPITIOP
DINNNPN NNIANN MA0Y DN NWNNA 7PINN VW YXINNHD PNHNI DY TTH POIN L(THND 1Y)
TTHN) DNON YT N 7PN NIAY TN YPNN 5D DY VIV YNNI : DIIT NV IVIN TN PN
M2 SPWn ©INY TIN OININNPN AVIN NIUN NIPNI .MINDHNN 92 DY D59 Iwn ¥y N/ (NNHD2 NN

00> 10 Mayd D) (robust) MY NPV VVLH MPr1an
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NANIPN NXONNNY NNINA (D222 TN YI¥I PNINN) HPNINN NN NP NANPH N¥DNND INY
PmnTipn maonnm ymnn 93 NN Y9

DINXNPN PAY TN NN 2237 DDIIND NINN P2 vIINN NN (MO DEV mmmwnn) F - C

DMNYNN IITIN (NINNN MDY DD NWNHNI 72NN DY YXINAN PNNI PIINK) NN ININ MY
.2 M22 NN DMLYV DIIMIRNM

2MY
0”VVIVVON DINANRNNI NN NNVYN NN
Mean Median STD
Actual price(A) 6141 3177 10472
Target price(F) 8114 4365 12107
Weighted 7973 4230 12022
consensus(C)
Forecast error 0.77 0.33 0.88
Abs((F-A)/P)
Forecast 0.20 0.10 0.44
deviation(F-C)/P_;
Actual deviation -0.09 -0.09 0.64
(A-C)/P_5

90 JNOY ANINNN 2V HXR NIYNT NIVIR NXINNN TN 290 MR MXIIAP >HYD OXTHN NPION
TYINI MNDINNN MSTNNIY NNID DOYKINNDT DY NOIVI NN .7PDY DIV NANDM NINNND PPT

Sv 0.5 HMYY ,0.7-2 MO 7P MNDHD N2 L,0ONMN NIWA L((F-A)/P) 7PiNnNn Miyo "N >Nl
SN DWW 1%-1 1IN DY NDI2 PRI ION MINNIN P WIdNN DNDURD MHUN MO
DPAN 1972, TTAN M) NNV MOV YIZYI NIVINY ,NXINNN D1 NII0XNN NITIVN NXIVIN
MNIAPN SNV NRIVAN YXIND) DR MNP P2 DTN DY NYWIANND NN L((IUYNT DPIR 213232 JTNN
MNRDINNT MXIAN HY IMINY GX DYW NN IYPIANNN MPORN (4 IPN) (0.6% NN¥HNN DL NIN
TUNNA NN NYNRYN IR DIRNIN SNDWNRD MO MNINN DY 10D 100y 230 PIvn 210N dNDa TNl

AW MRNIND NN NTIAYN

dy > dy.; NS, NONN N¥ONNN M0 0 d,- WoONNY LF, NN msbnn n = 1,..,N ¥ ON :MINN 0203 13

1/d,

=N
>1/d,
n=1

W

n

10 MY N OYA INNN PV, >..d;
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4 VN
LI9YNRY MAHNYAN 195 BIINN BIVDIIIND MYINA YY PIVA NN
(”ﬁ”)‘,?” myvnn ,NM20890 NANYN NINIYNN)

1.60%

cluster leaders

=== =neutrals /\
1.40% s

1.20% // - \
nYynan o —_— //

0.80%

0.60% /

- //\\/\/\

0.20%

7/
AN N
P2 \/
-_— /
7

N -
0.00% : : : : : : : ‘ ‘

NYINDN DY ON*A INOND M 1DON
PNINN NPT 5 ,0-n Y PPN DIPNRN MW IRIYIN 80NN NAOY NMPNI *

10NN MINN L5
-NON XN T DY F-C-1 A-C ©)nvnn P vpn 1NN Py 27N M) AN P1Tad 1o

M¥IP-nno F - C mawnn S¥ Nponn .(nonparametric kernel regression) N22ypnn H°0NI9
P2 22PN INOPD WP DY NYIANND IV NIAYI SN PHNRD R DINNNPN DY HOLDN NN M)
ONPNMINNA TTANNZ DOV DXVDIIIRY 2T DV WP .1-0 JOP 1T PO DY MPVN .O0INYNHN
TIVIN NNDNNN NIPY 290 MXIP-NN SNV OXTHN DY NPIDN DN .PIVI TNIVUN DININPN PHHN
o012 15°3 (D230 W) D1WRD MD»WN MNINN DV NIPNI T 11132 2NIWN AN MY 19W1 110 MMD
D110 — DIDUND MMV JPRVY) NPION YN0 MNDHD DW NIPNRI L 1-D 3T 22PN MIINOPD WP DY
NINYDI DIPMNINNY DXODININY WY 172 1IN NINNIN 29 DY .1-1H JOP MNP NV (D102
DN07907 DXVDININD NMIXTNN PRI ,OINNPD OMHMIND 121N OINNY DXON [ DDYND TN
LOMINNPNN MITINNA IMTI PV YTHN T AN NIIYND NN MON MNT2 TN
LMNPINK 1PN NPLD DY) NVIVA OLS PO NXIN IT DY PYNIN DTIND DY MOLDLLY NPT
NIN PADNN MNYVHM MY NV TINN NN DININPN DY NMODN NN 120NN MNYHN NIV
T2 .IPI0NIV-NIN NPITIN DY DIRENNN NN WYIND MWIND |, omenpnn minnn v n»oon
IN NN LAY 29D fixed effect YW MO IMT NPXTY ,0.19-5 MV N PO MWD DTPN

DVIMN o>y
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N> 0.2 DW YNINNHN NNIT HIRYI IRNINM ,O0TIPN OTPHN DY 1NN NN MVYN NPR DOVDIININ
Y¥IR) 7OIMNKY NMINAN DINXNNPNIY NV DINNNPN 1IN DY NMMIYD VXYL WiV APNIN

TOND Y PN OTPNR MXSIND NN AN YN IPN TN LN TOIN DX NYYN 2997 NN (VIVI
MININND TPNVYRIN MIPONHN SONNOND MNNINN NOYY 29 NPINT NMOND PIND W JPIRY IWHUN
13991) Y0990 YR N> JPYR DNMY DOXVN MIRIVT PN PIVI DIOAN DXODIIRNY N7 DIY0T
D201 .NPNDEN IMNIANT DY DMANN DOINIAN NN NYA (71021 MYINHA IN TPNXYN NN
SV Y5901N) 59 NMAX,NSINNN NN DY NTTRIN,DINENPNN TV NN NNNN DY MO : MINN
P2 STRYN PNKN YD NPIVPNIN APPOSN P ONON 29D AYITIN IMLON Y (MDD OTPN

SNDIN YTRN AN GPYNRN DN ,0NINPN

3MY
ACC=a+p*DEV + ¢
Pooled” Fixed(quarter) Fixed(firm) Fixed(analyst)
Const. 0.34" - - -
DEV 0.19" 0.18" 0.20" 0.21°

5% 50 A1 P

DMYN I NN

oYU TN OPNN NPINNA 7YITYIN AYAIN DY DTN DY MIYANN 3 MY DY MIRNIND 0INN
12721 NN, D0DIIIND MXONN P2 2MOPR TTO NN N 7PNV WITNY ONTI TN ,DM0DDIND

leader ) LFR 771 5% 1N OXYN 1) 20NN STINNN 1 N2WN 720 - ONY IPYn NPy MY Ppa
DPVUND DY NNT NN VIV DUy YN 25¥2a  NNP Y190 % Tyl 71020 (follower ratio
MZDYN DV IPYNN MNPY AR PAND ST DINNNPNN THINNN DY 100N P01 MNPRIVYND

,TPURY - APIPOY NP ONY MY (4 M) NININRN NPI>TIND DONNNN DTIND T DY NANKN Y0
INY DIPMIONN DN DO DPR (NXINNN NNYI DXOIINHDN) YAV DDYNRD DIMYN ,DILDIIN

OPNMIND TN L(PN2 N follower NMNWHN DY THIND) MNON SND2 THINI DXHDIINN DXODIIIND
VN OMINNPY NODNHN TV PN NN DDID DMV NID :INY ZMNIAPHNHDY ONYRIN DV
DEV mnwn S¥ DNOOY W follower DW 518NN NYAVINY T2 5PN iMMNPRIVIN) P

A1-0 YT oM Jfollower *DEV ipSpNIvIRM
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4 My

ACC = a + B*DEV + a; Follower + f; Follower + ¢

Pooled Fixed(quarter) Fixed(firm) Fixed(analyst)
Constant 0.34 - - -
DEV 0.10" 0.08" 0.11" 0.09"
Follower 0.03 0.08 0.02 0.01
Follower*DEV 0.96 0.97° 0.94" 0.96°
Adj.R’ 0.2 0.26 0.32 0.195

1% 50 A pam

5% 5v N1 pan

MXIAP-NN SNV OXTHN DV NPIVNN MDOUN DY NMIYINA NPIINDN MRXIND ,NINIT 1NNV 29D

DXWODINIY R MNRD DTINT INMNIWI OXTHNND MPONN JPNININNI TTYN NYIN S¥ PNINI
OXTIN NPION SV NIPN .DMHDION DNV NPINM DY TN >PNN 1IN ,OPMNINNA NINND DXV
DY720N DXODIINRD D DY YN DIDURD NDNYM NNDNNN NIPY 297 DNDNNN MINIAPY
AN 0TV ,OWMNNPN — 219D PNRD OMHAPNINNT DXOIDNND MXONNN JNDURD  OI”NYNIN
INNY TN XY (MOWID S + F DID0N DV »INNN) ¥¥I1IN 0.94 DW NP 1A DMPNPINT
DOIT N3 27102 ASYIND NHMXPND DV NNNIXY QN .7INN NN 1230 NPIIPXIN NPPNN DY NODIIANND
P PRYND NN NNNIN MNINN DTN INPON INTIAA Zitzewitz (2002,b) NN vidww STinn Hv 1o
MNSIDNN NIPY 290 OXTHN NPIVN DXVDIZIND NPINND TTYN NYNN NN >3 NN 1PN Brpon
DYVDYLINT MXONN DY NXIAPN-NN 7ITY’N NYNIN NN PITID SMNIWIN YN ANPON .NPNION NN
MODVVY NPT JPYURN TINA OPOOIIRN VTOZ NPT MINWN SHITIN T2 OWI J1HDUND NMONYN
0¥ DY NOWNI DINND MOVIN D MININ MNOUND NIY 4 MZI DNNTHRN N T MO
oY NN)YT NPT MIRNIN OY MIAYHHNT MIYNN PR IDN NINYIN Zmnn myonnn 99oma
PPN MNIN 072100 DVDIDIND HVW DMPMNINN NMAY MOIDNN DY WXV Pervin et al(2003)
) NI . NNNID NION 1OV YN NNNNY 112NN JOTN JIUND DY DIXODDIND MINONHN SV
DY VI PININD L, PNN PIVI DXODIDIRT MY IV NP1 TIN INNND ,MINDYUND DV SPYNn N1y
TANNN ITYN AN PN PIYN OX ,NORYN DD NN .DNISNDN PNND ONDNND DM TV YPNN
NIANN I OV MDD DINND WO DOWN PIvI MINK DN DNDYNRD MIMYN NPINNa
PN I (P7IP? MXONT I MXINNN 7)) THPMIN NPNIN 11 NPINDIN MXONN DY OWPYNN
DIV JY PIVI NIANN DY MININ NND 11 N NORYD NIVA PNHN NN NIPAVYNRN 1PN
210WNI (DIDI9N TT02) OININKND DXODIDIND DV DANDNN DY 1IN DD DXVOIIN DV MXONN

MPIN NNPNY LT 2000 TV INNIY NNPN NIY D1APY 1IN DINYDD 9 NN (2002) 27D TIWY Np>Taw 3 by ar P
. pPNna
.0.6-9 29PRN 919UNI PINNN VOININN TV MIAPNNN NP neyns v
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MINT NNITL) DVIPRN NN NVOY XIT NIIVNNN NITIVN NRIVAN DY NMNNIND NPNA (5 TPN)
PN NANH DDUNI NININND NN2NNN DIDII NYL D) NYYH (DPD2219N DXVDIND NMXINN DV
N PV ,DWPYNN TN discount-D NPITY PRY YPWN ;D ININD DNIVAN MDY IRLVIANDN
NNONN MAOVW NAPNI TPIAPNT NAVNNN NITIWN NIRIWNTD ION MNDNN DY JMPN) IR NN

.DYODDIND MXINN NPONINN (post-drift) GHON NYMN Sy NYINN PINKRD 52907 LOIDIND

5 99N
219UNA DININND DIT2INN DIVDITINN MYDNN by PIVH NI
(70997 MYHNN ,NI208NN NANYH NIWN)

1.80%

—Ilast follower

1.60% —

1.40% /I\V/ \\/\

1.20% / N
nman o —»

1.00% /

0.80% /\/

0.60%

0.40% /\/
0.20%

0.00%

D1DUNI PINNGD D2I1DN VODINGD NNONN NADY IMPNI NPV N¥APN NIV NIV *

£ -2 manvnn npta 5.1
MITINNN IR MOIDNNN NYNN OV NPT DY OONNN 0NN DY NPIVIR NMYIVN 5I0I0 171D

.cross sectional variation DY YOITIVON DTN NNITN ITINT YHNWND 1) DOODIIND MXINNI
SINNNN NN THRIN DTN S¥I9a

M M
ACC=D X, +,y, X, *DEV +¢
m m=1

¥ DVDIIND DY, MNININD NIINN JY DXINARND DI, 00NV DOIMARD DY NV XIN X, TWND
: DONAN NIPAN NNWNI SAVNRNYN 1T NPT OWD .NIXINNN DIDI YN
9 .ANYNNN OPD NN PN D1DD NPINN 90N NPV PIVN TID 2VINY ,Mann DTn — Size
X20NN 20V NAPNI ONNONN TIVN AWIN MY PN DIPV DW MIVIN
STIYN Y0 NONA NINDI NHAND NIV ONIYN 1901 : NN DWOIRDININ D0 — Log (age)
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DYODYIIND 90T MV MY TTR NXIMIND MINN DV APIOIMND 1711 — Cov_an(covered analysts)
SPNONN MV NN DY MNDNN NIV
SY 90N ,27NIN DY NIDINIL O) INDND NIV NXOMIND NIANNYI 1-5 MwY NnT Mnvn — Dual
.100 N-1) T
OYTN DMV NPIITI-1MIPR MYIVN ,INTH DPIXR AN D00 > DIWD T >nvn — Y1999-Y2004
(MINON PIPD) DMDININ DPNYN MNNINNI
STV Y2 NONIAN SV NPIZNN 20 NPIPY NPYYN 6 NIAY NINT INvn oy — T91-T97
SPRPI NNIPD THNVA PONNN MYPYNN 71 OX 1-2 INY NnT mnvpn — Bank
SONIY NI NDRNN MYPYNN 112 OR 1-2 NV 2 PONNN DDDINRD DV MDD INT Mnvn — Israeli
MV PMXONN AR DO ODNNN MYPYN N2 17ROY MNYN MIaNN 1991 — Log(cov_fr)
SMINRD

212> NPRPVINT NPIIVN DY G0N ,DXODIIND MINTNNA (TTY) MOIINNN THIRI NPINIVN
NPRIOLNN MSVNRNN DY YD0NNAPND 1NN 2IYN DY DN DXOPIN DV NTTHN MIN DY IWnD
AIP YT DY NYIVND N NPX MO NPDVIINT NPNIVND TINIY DIWN ,INY NIVN Y THINA
LR MNP SNWO MNTNNN NPIZN 230 ONPINKDN OXTRIRD AN TINNRD ¥ 19 10D .APPITHN
MNTIPN MPITAN IRINN NN NN 1T NPIZN .DXDNNN YTIIN DV MONN NTHI NN N MITN
AN O8N 5 MY ODVRTNPRD PIIN OV MXTHNN NIMY DY YIUNT MYy 0M0NI9T NPWY 2IN)
2 NPT 5V APIPON NIRNIND
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5my

B M50 N THINA NPINIVN

M
ACC=D X, o0 +

m=1

M
> v X, *DEV+e

Variable t-stat. t-stat. t-stat.
Const. yes yes yes
Size*DEV -0.008" -2.13 -0.007" | -1.73
Log(Age) *DEV -0.01 -0.42 -0.008 | -0.28
Cov_an*DEV 0.004 0.26 0.006 0.24
Dual*DEV -0.03 -0.4 -0.04 -0.43
Bank*DEV -0.08 -1.13 -0.05 -1.17
Log(Cov_fr)*DEV -0.08% | -2.25 -0.077 | -1.82
Israeli*DEV 0.09 1.37 0.08 1.26
Y2000*DEV -0.025 -0.54 -0.06 -1.18 -0.05 -0.81
Y2001*DEV -0.15 -3.38 0.04 0.49 0.02 0.35
Y2002*DEV -0.05 -1.05 0.03 0.3 0.01 0.21
Y2003*DEV -0.03 -0.56 0.19 0.92 0.2 0.89
Y2004*DEV -0.18 -3.87 -0.14 -1.18 -0.07 -0.62
T91*DEV 0.01 0.11 0.3 0.72 0.23 0.59
T93*DEV -0.03 -0.78 0.17 1.5 0.12 0.97
T94*DEV 0.05 1.36 0.15" 1.8 0.14 1.47
T95*DEV 0.08 1.26 -0.09 -0.77 -0.15 -1.07
T96*DEV 0.11" 2.94 0.16" 1.75 0.15 1.26
T97*DEV 0.28 3.83 -0.23 -1.66 -0.29" -1.98
Adj.R’ 0.27 0.27 0.28
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LDMINN DMV INPNI NNNVNY 513> PR NN MPOININD MOIDNNN TOIN ,MNID NIV 29D
DRI L(Size) MITH NNINT IITHWD HNNS THN > PHNI MOPNINY NI 'R npdTa
MIAND 9PN NN NONIND — DONINNHN DXODIIIND OMINND TUN .ONVN 10 MTNRDY O1ONIWYN
2y PYONY IWIAN N IOV £ DU TOIN DY NYAVN 1NIYY ,0N010 DDIDIX T DY MIXODIND MNYN
TV PNNI DIDNND DMV PAD PN PONN P IN TPRPIA NP TN ODRND P IO WP

LOMWMINNPN NNIVD

Y23019999IRN 1NN YN 5.2

DOVDIND YT DY DNOMINN TN PN MITINN/MOIDNNY S TOIN NIY NPINILNY PPN
OI590 NYOVNT THIND NN ,0M01D W1 IN MNINNN DY 2DONRIIPRD 12IND NN IWUND IWIRNA
PINN PIOND OO DNV DIVND ,DXPNY YRS NHTPIN NY)I DIMNYND DWOPYNT T NXDNN DV
Chen and ) mHINX MTIAY2 DY DYM Zitzewitz W8NV TT0 .PIWA WINN YN 90 DY DO
VI MNWN IR AWND ¥ TTH2 wHRNYnD 13 .07% 1IN O MX O) wnawn 0011 710 — Jiang(2005)
YT DY IR NIIVND 7170 55X INIPN NI N VD .OINNNPN DY TN NN PIAD NN P
DN :9990 19IN2 .AMIN 1PN 2N P9 (neutral) »on SnD2 NSONN TN DY MIPKRA D VI

A 2
DL LY, DMENPNIA 1117 NTHT MOIDN DODIIN NPINN MY 1N B -1539m o (F, -C,)

5S¢ PIDNN A2 NPT MY TPDIPYNING MDY IPY IRDY S TOIND DDV 5Y $IUn N9 MODH
25V 100 ROV NN .DNDN DDIDIN TV MINTNN JY NPINNN DY NIN DPPN DRNPD 0 N NPT
PIND NPXTA TR A0 LDIYIN 1Y NI TANNN/MNIDIINNN NPVI NN IWLIIN PN PITAY ;M
ISDNNN NIY 292 ITINY MNAP-NN INIY IHIVIN SDONNIPNRD

YNV 1LY 1IN NPINION A2 JPINNDT L TRIND DININPY NINNN P WINN DV 1PN ML
Sv (IR) »2>00MANPNN 1IN TTH 2VIN 1PN INND MNIPYN DIDYNRD 1MIMNYN 23D MNDNNN MNP
,INPN VDY 12Y NAVYI YDONNIPND 19INN DY PD5I NPT D00 MINY NNDNN 292 MSONNIN
DOVININ DY NPIILNL AYNNNT NIVIRD N NPIVN 100 X-N TTHI MMINNINNN 297 NN NPIZNNWI
GUNMIY WTNN YO0 NYY VN NIN 25V (03w MINO) MNPN) OPNVI MNIND DY O» IV
19N) neutrals-N YW1 MINDHNN DNWUND DIYN DXVDIND DY MNINNN DIDID INKRY DPNYY
: NPT OV OMIPOYN DOIRXNDNN NIN 1SN 6 MY .(M9N YN0 DNXIND TINY

NIV PI AVSPRIVPN JY P ANTY ONINI TN, TNV DIPN DOPONN 5919, DInwnn 93 19993 19X avoaa
SPINNN MOIONND TIRN DY 11 ¥09nno ¥ DEV-5 mpan
24



6 MY
MEINNN HY 1VHRNAIND 19NN
("199p” MNoNh)

Period Timing(LFR) Obs. Std(F-C) y/] IR (information ratio)
01/1999- Neutral 241 0.21 0.97 8.12%
12/2000

Cluster 172 0.39 2.08 91.88%

12/2000- Neutral 356 0.19 1.01 14.44%
01/2003

Cluster 348 0.45 1.05 85.56%

01/2003- Neutral 281 0.16 1.19 22.38%

2004 Cluster 356 0.18 1.75 77.62%

LVTNN TPSAMAPNRD 9PN VMDD PDOANAPRD PIND NN MPONR NNY NON OINMN

NN D200 PODDIRD NPINNA NP THVY 19N NS TN DOXOYNRNN DILDIIND NMINNA
YA DIDUND MINIPNNN 1AW 2NN DY IW»NNI NI IPN 7T RNNND .OINNN 933 MININNN D1DUNR
.0 NTAYA P72 NOV ANN) NIPOIN NNPNN TN 2NT PPN Y0INTT MM ¥R DY MdITN NYan
oY DN 290 AR LT 77702 INY N 129 DX 291 D1DUR HIXIPY 21D SONNONN MIN
NN G0N DN .DWPWH NIAND 297 TIY ,N1NNI NWTNN PINNIPND DX NMD DVLDIIING

NMYVY E - C DY DRI PR) Y0011 DTN DXI0VNIN DY NANIND NPRINMY OX o ,MONN >IN

N MIVIR DSDOANIPND PINN — TR S¥ TToN WP 70290 (F-O)-2 v 1o (Mo
DOWPYNT NDND INT PR TPLIN PINNL MINYN DX DOONNND ITIND NINN DY NIAYHNN
97170 QU ,0MINKRD DXVDIIINDY (10N PND TN NPINND PVNN 2TV 2230 PAD YW OXR — NNNTD)
DN .DMDN LDMIR TV DIDIIN NNIIND NN MNPV AR TN OXVIIN DY DN PRI U MY
P 0% MYYN1 PHNY AMVYY NPXTIN MRNIN DN PINNN DY IDOXNIPND 121NN 1) 127D
PN SV TR discount DY ¥AX)D N OTIPN P92 NONINY MNXIVNN MNNIVY 1IN NOWN DTN
D>X¥INNN DXVDIIIND IV DIPNPIND 4 NIV MPDIIN 290 AN DORNND NI PYRIN 120NNV ININ
2V 917 N3N 191 DNDUND TN OXNOTNNN DY NI 112 7LD NINNT NMIMIRND 0N dNY1 TN
PN NN oy 299 NNY IR MNTNNY MNAPHNN NP (DMENPNN NNTANN) Y0730 YTRN
1) 20N SNYA TN DOVDDINRD DY MNINNN DIDII .INY TN DIMNPIND DY YP0NINIPND
NN RXID NMND YPNN DY DPNVI INDNN 9PN DY YIAUND PNIT IR TI9N PNHYIIL 11070
2TI0N DY N0 297 .27 MPY MINPY NYNIN — NMANN NMINNINNT WP NIDY NI 7OINNININ
00PN LODIND NN OOYIN NINNM DY 7PONZ MY NN PPTN MYV DV 1310 NVY PONNOND
YURD ¥1I 0NN DXODIIN DY DIDIN MNNYI NMON NOT 03 YN ,INNP OTPIND TYINT Dwad
TIHIND 27PN NN HMDN NS DOVDDIND MXINN DY PINNN 20 DN OTN N NIYYN 7PN

.0.11 X 4 PPN DTN DD
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am DYDY fixed effect-5 PPN 1Y MIYNRIN MDD DY 1IPNN I M TOIX . POIN
912y NPT NNYN DY DPDI NPINNL LY ANPN TAIN VNI NIVIRD TN KIT N PO NNIN
P2 MEPRIVDPAND HXR D) PIVYNI RXANT NNNK INVIN DWON OONHD DONIND NI NIAND
DYID N2Y (D9DN DINWN 4,500-2) YNINN DTINT WIIND NNIT PADN PR 1T NIDIND TN ,DNINWNIN
TINWNRN NIY (probit) NN MPOINT NPT MY A5V ION MXONN SY MPNIN NPINN PI NP M

NN ML) lag(FC)-Y (MLNN YINNY TOIN) oL DN DMPADNN DINWNN IWND neutral 120I10N
PRI 0.49-2 MMV LAPANY TOIND PYNIN MNWNN Y (1999 DDIN MV 23D ANTIPH M1
PN APVLOY PPIN N9 NPPTIN) PN 12PN TOINRN FC MNWNN 1Y 03 .1%-H NN S I3

NYPIAND MP>TIM SONNONN DTIND MIYYN IR MYUND PR TNON POIN MIRN (Huber
mMIANTHN N2W T2 ,DNNMI NPINND PYT D¥ IMDYNI NMONN NN NDWY 533 1D TY WYY
PIWN neutrals-N DXODVIRND NPINN OV IMMNN JINNPY GN DY 0N SND2 TN NEONNN DIV
ION NIXDNRN DY NTNNN : TN TPYN N2 DN IR AINRD MXINNY 1IN MXINN P2 5¥TI0 N
03N 2IUNRD MDY MNONNN DY MIANNY MM

QN DY 19N DMIPN NMIRSINN MM N2IWY 533 MPY PN MNIUR Y MPNa D) 0900
DIINNY DVDIIND DOV PNYN YTNRY MMTIN NNIID) 27 PVORNIPRD PIM HMNnn Sv 1prT
SV DIMOY DY TN ,MOP "Y1 59179 MINIANDNN PN MNYA XN TV PNNY PP NMNND 191N
99010 N2Y NPPTIN NI L1-D HVIVION NN NIV YWY 1) [ D1DWUNT DIOINNVNN 19010
MNTNNZ INITA NION NPINN DU APHMYIN NNMI IOX NPIND SV ¥TNRN NMINY NN (D020
GNON NYMIN NN .DWPYNN NRNIND DY WIYND DLDDIND DY DN NN, NMDN MNOIN
(f 12 PN NI HY NN XD NN DV MIVANR DY qON) PN P PIADNY I OPNNI
97 5N (2004 HIPIDIPY T2) MXDNN JPNIN DY NPNNN DYIYND TN .(MIADN) ANHIN MXONN
P2 .MNTIPN NIXINNA TNV OININPI MOIDNND MY : DTV IMINNT 1IN DV MIYHOWND % Ty
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