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Abstract

The purpose of this research is to examine herding by institutional and individual investors in micro and macro level and
their effects on market volatility. In micro level, we compare herding by institutional and individual investors also examines
the effect of firm’s characteristics on micro herding by panel data regression. In macro level, we test the influence of market
factors on herding and the effect of macro herding on market volatility through time series regression. The results indicate
that there is a herding tendency among both institutional and individual investors and shiw that the propensity to herd is
higher in institutional investors. Herding depends on firm’s characteristics and institutional investors are more sensitive t0
these variables. In macro level results show that market return affects herding by institutional investors also market return
causes herding, mainly by institutional investors, in the Granger causality sense. Finally, herding by institutional investors
influences market volatility.

Keywords: Herding, Individual investors, Institutional investors, Behavioral finance
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