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Herd Behavior of Listed Company’s Financial Decisio nin China

An Empirical Analysis of China’s IT Industry

FU Qing MAI Cimin
SUN YAT-SEN University Lingnan College

Abstract : The paper tried to apply the herding, reputation-based herding and
incentive-system-base herding to analyze the financing decisions of listed companies.
Inspired by the models of LSV and FGP, the paper created 3 index detecting herd behaviors
in the form of: following the leader, following the average and following the gross, and put
them into the factor-based model of capital structure. The paper sampled the companies in
information technology industry transacting in Shanghai and Shenzhen Stock Exchange from
year 2000 to year 2004. We found thatfollowing the financing activities of the leader and the
average of industry is significant while the listed companies in IT industry chose the optimal
capital structure.

Key Words: Financing Decision, Herding, Following Index

A% B 3: 2008-10-30
HER/MN: F, L, PLORFLSHFRIIFIL AL T,
A&, &, PLRFLHFRAMLA

10



