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Abstract

This paper investigates the herding behavior of mutual fund managers in Turkey by using monthly data
for the period from March 2014 to April 2017. We collect data from the monthly reports of 18 common stock
mutual funds. First, we use the herding measure (Hi,t) that was developed by Lakanishok, Shleifer and Vishny
(1992) to point out the stock picking herding, and then we apply the buying and selling side herding measures of
Wermers (1999) to see the direction of this stock picking herding. Additionally, we apply an alternative measure
of herding introduced by Oehler (1998), to determine the overall extent of mutual fund herding (market-wide
herding). While our results on stock picking herding indicate the existence of any herding, the results on mar-
ket-wide herding indicates the presence of it.

Keywords: Behavioral Finance, Herding Behavior, Mutual Funds

Jel Classification: G4, G14, G23

Oz

Bu ¢alismada Tiirkiyedeki fon yoneticilerinin aylik veri kullanilarak Mart 2014-Nisan 2017 araliginda siirii

davraniglar1 aragtirilmustir. Veriler 18 hisse senedi yatirrm fonunun aylik raporlarindan elde edilmistir. Once-
likle Lakonishok, Shleifer ve Vishny (1992) tarafindan gelistirilen siirti davranigi gostergesi (Hi,t) kullanarak
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hisse se¢imi siirii davraniginin varligi, ardindan hisse se¢iminin yoniinii gérmek i¢in Wermers (1999) tarafin-
dan ortaya konan alma ve satma yonlii siirii davranigt gostergeleri incelenmistir. Ayrica, Oehler’in (1998) sun-
dugu yatirim fonlar: arasindaki genel siirii davranisi (piyasa ¢apinda siirii davranist) varligr incelenmistir. So-
nuglar hisse se¢imi agisindan anlaml bir stirii davranigina isaret etmezken, piyasa ¢apinda siirti davraniginin
var oldugunu gostermektedir.

Anahtar Kelimeler: Davranissal Finans, Siirii Davranisi, Yatirim Fonlari

Jel Siniflandirmasi: G4, G14, G23

I. Introduction

Herding is the tendency for a group of investors to buy or sell the same stocks simultaneously
(Hung et al, 2010). Herding is also defined as a change in one person’s behavior because of real or
imagined pressure from a person or a group (Aronson, 1992). Various theoretical models try to ex-
plain the rationale behind these simultaneous transactions. These models explain the herding behav-
ior in terms of two aspects, information driven herding and behavior driven herding (Bickhchan-
dani and Sharma, 2001).

Information driven herding models state that herding arises because of the similar educational
backgrounds of the investors. Investors use similar information and act by undertaking similar in-
vestment strategies (Heich, 2013). If information-driven motives trigger the herding behavior, these
transactions are likely to stabilize stock prices. Behavior driven models, on the other hand, is the ten-
dency of the investors to follow others. With this form of motive, the transactions will destabilize
the market. Since psychological factors lead to alterations in optimal decision-making, it is possible
to infer that most of the time models of herding are based on behavior driven models. These mod-
els are;

Principal-Agent Models

These models suggest that there are two types of agents, which are either smart or dumb. The
compensation paid to these agents depends on the abilities of these agents to interpret the market.
Smart agents receive informative private signals and dumb agents receive purely noisy signals (Oe-
hler and Chao, 2000). This model assumes that the smart agents’ signals are correlated because they
reached to the same truth using similar information and knowledge (Scharfstein and Stein, 1990).
Conversely, dumb agents have uncorrelated signals. Thus, in order to “look-smart” dumb agents im-
itate the acts of smart agents; thus, they will be considered as smart in the eyes of principals.

Cascade Models

Cascades take place when investors gather private information from prior trades made by bet-
ter-informed investors and follow their transactions (Banerjee, 1992). Investors ignore their noisy
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signals and try to pick information from previous investors’ transactions (Bickhchandani and et al,
1992). The cascades tend to destabilize the stock prices because investors believe that the fundamen-
tal value of a stock is wrong.

Information Acquisition Models (Characteristic Herding)

Institutions may be more interested in some of the stocks because of their specific characteristics
such as liquidity or volatility (Falkenstein, 1990). These kinds of characteristics cause the investors to
study the same sources of information studied by other investors or institutions. Some investors will
be more likely to find information than others, that will cause them to be more profitable due to the
moves of the late investors (Hirshleifer and et al, 1994). The late informed investors are more likely
to enter into the same transaction as they realize the increased profits of the prior investor, which in
turn will increase the cascade.

Although a vast amount of literature exists on the institutional herding, the best of authors’
knowledge no paper analyze the herding behavior among mutual fund managers in Turkey. In order
to fill this gap this paper focus on the mutual fund companies that invested more than fifty percent
of its assets to equities markets in Turkey for the period between March 2014 and April 2017. The
paper is organized as follows in Section 2 we will provide the summary of the existing studies, Sec-
tion 3 will provide empirical analysis including the information on data, methodology and the re-
sults. Section 4 concludes the paper.

2. Literature Review

The herd behavior literature is mainly intended to analyze the existence of herd behavior on stock
markets by using different measurement types of herd behavior. There are many models that were
developed to measure herd behavior. However; the most common measurement types are; Lakon-
ishok, Shleifer and Vishny (LSV) Measurement which was developed by Lakonishok, Shleifer and
Vishny (1992); Cross Sectional Volatility of the Stocks which was developed by Christie and Huang
(1995) and Chang, Cheng and Khorana (2000); and Beta Herding which was developed by Hwang
and Salmon (2004). Within this scope, researchers used various measurement types of herd behav-
ior in order to test the existence of herd behavior in different country’s stock markets. Choe, Kho and
Stulz(1998) analyzed herd behavior in Korean stock market by implementing LSV measurement in
the period of 1996 to 1997 which also include the economic crisis period. As a result of their analyses
they found significant evidence of herd behavior in the Korean stock market. Similarly, Hsieh (2013)
used LSV measurement to examine the herd behavior of individual and institutional investors in the
Taiwan stock market, and it is detected that herd behavior is present for both investors.

Moreover, Caporale, Economou and Philippas (2008) used cross sectional dispersion of stock
returns to detect herd behavior on Athens Stock Exchange (ASE) between the year 1998 and 2007,
and they also found significant evidence of herd behavior. Likewise, Ouardo, El Bouri and Bernard
(2013) examined the existence of herd behavior for the European financial markets between 1998
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and 2010 by focusing on each sector; and they accepted Stoxx600 index as a representative of the Eu-
ro-zone countries. As a result, except the consumer goods sector, they found significant evidence of
herd behavior in that index. Lastly, Gavriilidis, Kallinterakis and Micciullo (2006) used beta herd-
ing method to examine herd behavior in Argentina financial crisis between 2000 and 2006. In con-
sequence of their analyses, they found significant evidence of herd behavior for both during and af-
ter crisis periods.

Except those studies that were conducted in various markets, there are also some studies in Tur-
key examining the existence of herd behavior in Borsa Istanbul (BIST). Some of those studies reached
significant evidence of herd behavior in BIST. Altay (2008) examined herd behavior in BIST by using
both cross sectional dispersion of stock returns and beta herding methods between 1997 and 2008.
BIST-All shares index was used for the indication of market portfolio and it is found that there is evi-
dence of herd behavior in BIST during these periods. Moreover, Kapusuzoglu (2011) examined herd
behavior in BIST-100 index by using cross sectional dispersion of stock returns for the period 2000
to 2010, and the same results were obtained with Altay (2008). Similarly, Kayalidere (2012) analyzed
herd behavior between 1997 and 2012, and he divided the period into two sub periods as 1997-2004
and 2005-2012. As a result of analyses, it is found that there is an evidence of herd behavior in the
first sub period, but its impact decreases in the second sub period. On the other hand, some other
studies that were conducted in Turkey could not reach any significant evidence of herd behavior in
BIST. One of those studies is conducted by Coban (2009) between 1997 and 2008. Adjusted daily
closing prices of 257 stocks were used and he did not find any significant evidence of herd behavior.
Likewise, Dogukanli and Ergiin (2011) used monthly closing prices for the period 2000 to 2010 and
they also did not find any significant evidence of herd behavior in BIST. Although the mentioned
studies were conducted in the same market; as mentioned previously, they could not reach consistent
results with each other. It may be resulted from the different types of herd behavior measurements
and different usage of data sets.

Apart from these studies, there are also studies determining the effect of herd behavior for insti-
tutional investors. One of these studies was conducted initially by Lakonishok, Shleifer and Vishny
(1992) and they analyzed the herd behavior of institutional money managers. Their data is com-
posed of quarterly portfolio holdings of 769 all-equity pension funds between 1985 and 1989. As a
result, they found evidence of herd behavior by fund managers only in small stocks. Therefore, they
did not find evidence about institutional investors destabilize individual stock prices. Concurrently,
their measurement method of herd behavior (shortly LSV measurement) which was implemented
in this study was inspired many following studies. Another important study is conducted by Grin-
blatt, Titman and Wermers (1995). Similarly, they examined the trading patterns of fund managers
by using quarterly holdings of 155 mutual funds between 1975 and 1984. They used LSV measure-
ment of herding and they found that managers tend to decide to buy stocks based on their past re-
turns, and they show herd behavior by buying and selling the same stocks at the same time. Although
they find a significant evidence of herd behavior; it is not very large. Therefore, it could be concluded
that both the studies of Lakonishok, Shleifer and Vishny (1992) and Grinblatt, Titman and Wermers
(1995) found little evidence of herd behavior for fund managers. Bikhchandani and Sharma (2001)
evaluated these understated herd behavior results by two reasons. First, they stated that the types of

294



Finansal Aragtirmalar ve Calismalar Dergisi ¢ Cilt: 10 * Sayi: 19 « Temmuz 2018, ss. 291-302

mutual funds may be too heterogeneous; and second, the trading volumes may be too low for observ-
ing any significant herd behavior. Similar to those studies, Wermers (1999) analyzed the herd behav-
ior of mutual fund managers and the effect of herd behavior on stock prices during the period 1975
to 1994. They used LSV measurement to detect herd behavior and as a result of the analyses they
found low level of herd behavior in trading activity of the mutual funds as former studies.

In addition, Walter and Weber (2006) examined the effects of herd behavior on the trading activ-
ity of German mutual funds and its impact on stock prices between 1998 and 2002. As in other stud-
ies, they used LSV measurement and they detected the evidence of herd behavior. They found that
during the boom periods “buy side” herd behavior is the highest, during the crash periods “sell side”
herd behavior is the highest. In contrast to previous studies, they did not find significant differences
between herd behavior of small stocks and big stocks. They also concluded that herd behavior of mu-
tual fund managers do not affect the stock prices. Herd behavior of German mutual fund managers
was also analyzed by Oehler and Wendt (2009) between 2000 and 2005. By using LSV measurement
of herd behavior; they found that when there are market-wide cash inflows or outflows, there is sig-
nificant herd behavior of mutual fund managers.

Mutual fund managers’ herd behavior is also examined in other various markets. Hung, Lu and
Lee (2010) examined the herd behavior of mutual fund managers in Taiwan stock market, and they
found that there is a tendency of herd behavior in that market. Patro and Kanagaraj (2012) analyzed
the trading activity of Indian mutual funds and examined whether Indian mutual fund managers are
engaged in herd behavior. As a result, they found strong evidence of herd behavior. In addition, they
found that the Indian mutual funds seem to herd more in large stocks compared to smaller stocks.
Moreover, the Indian mutual funds seem to herd more than developed markets. Different from other
studies Gavriilidis, Kallinterakis and Ferreira (2013) examined whether fund managers herd behav-
ior is intentional or not. They also investigated whether the institutional herd behavior is related to
the specific conditions of each industry or whether it is related with the market as a whole. They used
quarterly holdings of Spanish mutual funds between 1995 and 2008. As a result of their analyses, they
found that fund managers herd at the overall market level. They also found that their herd behavior
is intentional, because that kind of behavior of fund managers generally motivated by informational
and career-related reasons.

To the best of authors’ knowledge, any study analyzed the herd behavior tendency of mutual fund
managers in Turkey. Therefore, this paper contributes to the literature by examining the effect of
herd behavior on mutual funds in Turkey.

3. Empirical Analysis
3.1. Data and Data Process

We collect data from the web page of Public Disclosure Platform of Turkey. We only include com-
mon stock mutual funds investing more than fifty percent of their assets into common stocks. We
collect the proportions of each company’s stock in each sample fund for each month for the period
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from March 2014 to April 2017 (36 months-3 years). The buying and selling activities of each fund
for each common stock is determined by taking the differences of the monthly proportions.

Currently, there are 32 stock weighed mutual funds in Turkey. We omit nine of them since their
data is not available beginning from March 2014 in other words they are very new. In addition, we
omit five of them since they have missing data. As a result, our data consist 18 stock weighed mu-
tual funds representing almost the overall market. These 18 funds invested 206 common stocks tra-
ded in BIST.

As a result, our data sample contains 648 portfolio distribution reports (36 monthly reports of 18
Mutual funds). From each report, we hand collect the proportions of shares held of every company
in the stock weighted mutual fund’s portfolio.

3.2. Methodology

We employ the herding measure that was developed by Lakanishok, Shleifer and Vishny (1992).
According to them herding is the tendency of investors to aggregate on the same side of the market
relative to what could be expected if they traded separately. Their model considers the net changes
in stockholdings.

Therefore, in this study we determine net changes in stockholding from each of the 37 reports for
every fund k at reporting time ¢. For each firm i and every reporting date t we define the number of
net buyers, B, and of net sellers, S, , i.e. the number of mutual funds that increase or decrease their

Bi.= Z bige
5 = Z Sike

K

investment in those firms as

In order to determine the overall extent of the herding behavior in the complete data set, we use
the herding measure of Lakonishok, Shleifer, and Vishny (1992) (1992) and define as H, for each
share i at time t as;

H..= L_ — AF.
it Bi.+5: Fr it
where
LBy
B Zi By + 5
And
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The term
stocks at time t. ft measures the proportion of all buying activities relative to all trading activities (buy

is the buying ratio for stock i at time t. p, is the average of buying ratio for all

and sell) of the mutual funds between two reporting dates and reflects the general tendency to in-
crease the equity holdings, i.e. to buy. Thus, p, can be interpreted as the expected proportion of funds
that buy shares in period t.

— B
— p¢ |- It is subtracted to consider for the possibility of observing more variation in the buy-

The adiustment factor AF, , may be interpreted as the expected value of the term |
Bi.

R
ng ratio of stocks with only a few trades and controls for the probability that the observed buying be-

havior is the result of a random process. The trading decision concerning a particular share is mod-
eled as a random variable that is Bernoulli-distributed with a value of 1 in the case of a buying event
and zero otherwise. For each share i we receive B, buying events. When drawing the B, +S, active
funds with an overall buying probability distribution p, the expected value follows a binominal dis-
tribution. The values of zero. H,, range from - 1 to +1 with no herding being represented by a value
of zero (Oehler and Wendt, 2009). Under the null hypothesis of no herding the mean herding mea-
sure is expected to be insignificantly different from zero.

The herding measure does not consider the direction of the trades. Therefore, by following Wer-
mers (1999), we determine buy herding and sell herding to separate stocks bought and sold by herds.
The herding measure of stock is categorized as buy (sell) side herding when the buy ratio on stock i
is higher (lower) than the buy ratio on the whole market.

BLr
BH;; = Lthr"‘-gr Pr
L L
_ oy op_ it
S =Hitlf g =
Ly L

By accounting for the general tendency of funds to buy shares, the influence of market-wide
herding is eliminated. This means that only stock-picking herding, i.e. similar buying and selling
patterns beyond the market trend, is analyzed. However, this procedure ignores the fact that mar-
ket-wide net cash inflows or outflows should not lead to similar decisions if we assume active fund
management. Thus, market-wide herding is inconsistent with active portfolio management.

Therefore, following Oehler (1998), we use the following measure to determine the overall extent
of mutual fund herding.
| Bie = Sie

HE &
YT B 4 S

Similar to the H, variable we defined above, HF, uses the number of net buyers and net sellers.
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3.3. Empirical Results

Table 1 presents the results of the whole sample with regard to stock-picking herding using the
herding measure (H, ) of Lakonishok, Shleifer, and Vishny (1992) at a monthly frequency. Based on
the mean of H, no economically significant herding can be identified in any month. The herding
measure is at most 4% on May 2014, October 2015 and December 2015. We observe any herding du-
ring July 2014 and February 2015. For the other months, the value of herding measures is very low.
The median values of the herding measures are also very low.

Table I: Stock Peaking Herding Determined by Applying Hi,t

2014/04 |2014/05 |2014/06 |2014/07 |2014/08 |2014/09 |2014/10 |2014/11 |2014/12
Mean 0,02 0,04 0,01 0,00 0,02 0,02 0,03 0,01 0,03
Median | -0,02 0,05 -0,03 -0,02 -0,01 -0,01 0,00 -0,02 -0,01
StDev 0,14 0,13 0,14 0,14 0,14 0,15 0,14 0,13 0,13

2015/01 |2015/02 |2015/03 |2015/04 |2015/05 |2015/06 |2015/07 |2015/08 |2015/09
Mean 0,01 0,00 0,02 0,01 0,03 0,02 0,02 -0,01 0,02
Median | -0,03 0,00 -0,02 -0,03 0,02 0,01 -0,01 -0,01 -0,02
StDev 0,13 0,12 0,14 0,13 0,13 0,14 0,15 0,14 0,13

2015/10 |2015/11 |2015/12 [2016/01 |2016/02 |2016/03 |2016/04 |2016/05 |2016/06
Mean 0,04 0,02 0,04 0,02 0,03 0,03 0,02 0,03 0,03
Median | -0,01 -0,01 0,06 -0,01 0,00 0,01 0,00 -0,02 0,02
StDev 0,14 0,13 0,16 0,14 0,13 0,14 0,14 0,13 0,12

2016/07 |2016/08 |2016/09 |[2016/10 |2016/11 |2016/12 |2017/01 |2017/02 |2017/03
Mean 0,03 0,01 0,01 0,03 0,02 0,02 0,03 0,02 0,03
Median | 0,03 -0,02 -0,01 0,02 0,00 -0,01 0,03 0,01 -0,04
StDev 0,13 0,13 0,13 0,13 0,13 0,12 0,12 0,13 0,14

Table 2 depicts the buy and sell side herding measure (BHM and SHM) of Wermers (1999) at a
monthly frequency. We observe buying side herding for year 2014 on August, October and Decem-
ber; for year 2016 on January, February, May, June and November, and for 2017 only on April. On
the other side, there exists selling side herding on April 2014 and October 2015. However, these va-
lues are not statistically significant.

Table 2: Stock Picking Herding Determined by Applying BHM and SHM

2014/04 2014/05 2014/06 2014/07 2014/08 2014/09
BHM |SHM |BHM |[SHM |BHM |SHM |BHM |SHM |BHM |SHM |BHM |SHM
Mean -0,03 10,08 (0,03 (0,06 |-0,01 |0,03 |0,00 [0,01 0,07 [-0,02 ]0,00 |0,04
Median -0,07 0,10 [-0,04 |0,05 -0,07 10,02 [-0,06 |0,07 [0,10 |-0,07 [0,01 -0,01
StDev 009 016 (013 |0,13 (0,12 0,17 0,12 |[0,16 0,17 (0,09 0,17 0,10
2014/10 2014/11 2014/12 2015/01 2015/02 2015/03
BHM (SHM |BHM |SHM |BHM |[SHM |BHM |SHM |BHM |(SHM |BHM |SHM
Mean 0,06 10,00 ]0,00 0,01 0,05 0,01 0,02 1-0,01 [0,04 |-0,03 [-0,01 |0,04
Median 0,00 10,00 [-0,06 |0,08 |0,07 [-0,06 |-0,03 [0,03 0,09 [-0,06 |-0,07 |0,02
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StDev 012 [o16 [o11 [o15 [o15 [o12 [o12 [o14 o014 [009 [o11 o6
2015/04 2015/05 2015/06 2015/07 2015/08 2015/09
BHM |[SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM |SHM
Mean 001 (000 [002 [o04 [002 [o01 [003 [o01 [003 [-004 [003 o001
Median 003 (003 [-002 [002 [o01 [-005 [-001 [o01 [-001 [001 [003 [-003
StDev 012 [014 [o11 o015 [o16 [o11 [oi1 [017 [o11 [o15 [o16 [o11
2015/10 2015/11 2015/12 2016/01 2016/02 2016/03
BHM [SHM |BHM |[SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM |SHM
Mean 000 (007 [003 [oo1 [o11 [-002 [o06 [-002 [002 [o04 [003 [004
Median 005 (006 [-001 [001 [013 [-009 [007 [-006 [-004 [005 [-001 [001
StDev 011 [015 [o11 Jo14 [017 [o13 Joie [009 [o12 [o15 010 [o16
2016/04 2016/05 2016/06 2016/07 2016/08 2016/09
BHM |[SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM |SHM
Mean 0,09 [-003 [008 [-002 [004 [003 002 [003 [o00 [003 [002 [000
Median 013 [-008 [006 [-005 [002 [-002 [003 [-003 [-005 [006 [-001 [002
StDev 016 (010 [015 [009 [014 [o10 [o14 [o11 [o10 [o15 [o12 [o013
2016/10 2016/11 2016/12 2017/01 2017/02 2017/03
BHM [SHM |BHM |[SHM |BHM [SHM |BHM [SHM |BHM [SHM |BHM |SHM
Mean 005 (001 [001 003 [002 [oo1 [o04 [001 [o01 [003 [009 [-003
Median 0,09 [-005 [-006 [008 [003 [-002 [003 [-003 [002 [-002 [013 [-0,09
StDev 014 [012 [o11 [o14 [013 [o11 [o14 [o11 [o15 [o10 [015 [o10

Table 3 presents the results of the whole sample with regard to benchmark herding by using HF.

it

In contrast to the results of stock picking herding measures, these results show the existence of her-

ding. When we look at the median values, we can see that most of them equals to 1 or very closed to

one indicating the existence of herding.

Table 3: Benchmark Herding Determined By Applying HFi,t (Whole Sample)

2014/04 |2014/05 |2014/06 |2014/07 |2014/08 |2014/09 |2014/10 |[2014/11 |2014/12
Mean 0,71 0,70 0,63 0,62 0,69 0,65 0,67 0,62 0,64
Median | 1,00 1,00 1,00 0,92 1,00 1,00 1,00 0,67 0,71
StDev 0,37 0,38 0,41 0,42 0,38 0,40 0,40 0,40 0,38
2015/01 |2015/02 |2015/03 |2015/04 |2015/05 |2015/06 |2015/07 |2015/08 |2015/09
Mean 0,62 0,64 0,65 0,60 0,67 0,62 0,64 0,59 0,63
Median | 1,00 0,71 1,00 0,64 1,00 0,75 1,00 0,60 0,60
StDev 0,42 0,38 0,40 0,41 0,38 0,41 0,41 0,41 0,38
2015/10 |2015/11 |2015/12 |2016/01 |2016/02 |2016/03 |2016/04 |2016/05 |2016/06
Mean 0,67 0,62 0,69 0,60 0,65 0,67 0,70 0,69 0,67
Median | 1,00 0,71 0,92 0,60 0,80 1,00 1,00 1,00 1,00
StDev 0,37 0,40 0,35 0,39 0,38 0,38 0,37 0,37 0,37
2016/07 |2016/08 |2016/09 |2016/10 |2016/11 |2016/12 |2017/01 |2017/02 |2017/03
Mean 0,65 0,63 0,60 0,67 0,66 0,67 0,66 0,65 0,66
Median | 0,80 1,00 0,60 1,00 1,00 1,00 1,00 1,00 1,00
StDev 0,39 0,40 0,41 0,38 0,39 0,39 0,37 0,39 0,38
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Table 4 gives the averages of this herding measure for the period from April 2014 to March 2017.
The mean values of Hi,t, BHM, and SHM are very low. Their median values are almost zero indica-
ting the non-existence of herding. On the other hand, the mean and median values of the HF, me-
asure reports herding.

Table 4: Average Herding Measures (April 2014-March 2017)

Hi,t BHM SHM H,t
Mean 0,02 0,03 0,01 0,65
Median 0,00 0,01 0,00 0,89
StDev 0,13 0,13 0,13 0,39

4. Conclusion

Both the individual and institutional investors mimic each other’s transactions causing herd-
ing and altering the prices in the markets. In order to understand the existence of herding in Turk-
ish markets, this paper focus on the mutual funds’ investments for the period between March 2014
and April 2017. We collect the proportions of each stock for each fund for each month and the buy-
ing and selling activities of each fund for each common stock is determined by taking the differences
of the monthly proportions.

According to the results of the stock picking herding, no statistically significant herding is an-
alyzed during the sample period. It is possible to conclude that characteristic herding does not ex-
ist between the fund managers. When the buying and selling side herding is analyzed, it is observed
that in some months buying side herding exist and in two months selling side exist, but these val-
ues are not significant. Still, it is possible to interpret these findings, as the mutual fund managers are
more likely to follow each other in their buying decisions. This finding could be explained with the
principal agent model. The managers believe that their opponents have a profitable investment op-
portunity and they want to skim that opportunity too. On the other hand, limited selling side herd-
ing show that managers tend to believe in their intuitions rather than the other managers when they
will close their positions. Finally, results for the market-wide herding shows an existence of herding.

Opverall, the results indicate limited traces of stock picking herding among mutual fund manag-
ers but an evidence of market wide herding in Turkey. Our results are parallel to the findings of Oe-
hler and Wendt (2009) that uses quarterly data. However, our results are opposite to the findings of
Hsieh (2013) indicating the existence of stock picking herding by using daily data. The limitation of
the paper might be the usage of monthly reports of the mutual fund companies. On the other hand,
we could not reach data with more frequency such as daily or intraday for the mutual funds in Tur-
key. It is possible to find significant herding is timely provision of data is ensured. As a further study,
it might be possible to examine the herding behavior for the retirement funds in Turkey which are in
a growing pattern recently.
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