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Detecting herding behavior in the stock market using big data analysis
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The primary purpose of this project is to develop a method to identify
investors herding behavior. Herding describes the irrational behavior of the investors ,who trade
stocks at over(under) priced levels. For decades, financial economist had been considering the stock

market is efficient. According to this view, participation of irrational investors would create
noise in the price discovery process but there is no systematic component in the irrationality.
Behavioral finance proponents disagree with this view and insist there should be a systematic
pattern in the investors irrational behavior. One aspect of it is the herding. If herding occurs in
a systematic way, it should be predictable.
We developed three quantitative models to predict herding in the market. I. Graph density model to
predict the herding in the whole market. 1l1. Supply chain network model to predict herding among
stocks. 111. Hot spot mining model to identify the beginning of herding.
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