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The Research of Herding by Institutional Investors
Based on Extended Model of CCK

MET Guo-ping' > HU Cai-hong'
( 1. School of Information Management Jiangxi University of Finance and Economics Nanchang Jiangxi 330032 China;

2. Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: Taking the change of institutional holdings as a pointcut the definition of the Cross-Sectional Standard
Deviation of the change of institutional holdings ( x,,,,.p) is firstly given. Then it is proved based on CAPM that
there is a linear relationship between x5, and the total changes of institutional holdings. However there exists
nonlinear relationship between them while in the presence of herding behavior significantly so a nonlinear model is
established to detect herding by institutional investors as to overcome the limitation of traditional CCK model that
can not be used to investigate herding behavior by institutional investors before. Finally the Chinese Shanghai and
Shenzhen A-share markets are taken as an example and the application of this model is given the result shows that
the model is a reasonable extension of the traditional CCK model.

Key words: institutional investor; herding behavior; extended model of CCK



