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[Abstract]

The COVID-19 outbreak triggered the stock market crash in Korea and around the world. This study analyzed whether investor
herding behavior appeared when anxiety levels were high due to social distancing or economic lockdown measures. The
characteristics of investor herding behavior were analyzed using the daily returns of 769 stocks listed on the KOSPI market from
2019 to May 2021. The empirical analysis documented that the herding behavior was rather weakened after the first confirmed
case occurred on January 20, 2020. The results contrasted with previous studies that revealed the existence of significant herding
behavior in the IMF crisis of 1998 and the global financial crisis of 2008. This study can find academic significance in that it
analyzed for the first time whether domestic stock investors showed herding behavior in the COVID-19 situation. However, the
failure to uncover the explanation of these outcomes is a limitation of this study, and is expected to be revealed in future studies.
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Table 1. Global Stock Markets around COVID-19

E’oa\andemic Return 1 | ‘20 Year—-end | Return 2
MSCI World 225072967513_23) -33.04% |2957.70 +88.44%
S&P 500 (221(?216?(?3.23) ~32.16% | 3756.07 +71.36
FTSE 100 ?28(?286.7(?3.16) -35.05% | 6460.52 +31.88
Nikkei 225 2265’5533?19) -30.85% | 2744417 | +67.77
KOSPI 2245’36%5’3.19) -34.50% |2873.47 +99.63

Return 1 : Return from beginning of 2020 to COVID-19 Pandemic low
Return 2 : Return from COVID-19 Pandemic low to end of 2020
( ) : Pandemic low date
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Fig. 1. Market Returns after COVID-19 Pandemic Low
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E 2. COVID-198 %5t KOSPI 2 =ClE1} CSAD(%)
Table 2. KOSPI Daily Return and CSAD around
COVID-19(%)

COVID-19 | Mean Std. Dev. | Min Max
Before 0.02 0.89 —-4.81 2.77
KOSPI | After 0.17 1.70 -12.81 7.13
Total 0.10 1.40 -12.81 713
Before 1.45 0.27 1.04 3.22
CSAD | After 1.87 0.44 1.13 5.20
Total 1.69 0.43 1.04 5.20

Std. Dev. : Standard Deviation

KOSPI and CSAD
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Fig. 2. CSAD Movement around COVID-19
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E 3. COVID-19 =H &%
Table 3. COVID-19 Phase Classification

COVID-19 Phase

Period

COvID-19 2020/01/20~2021/05/31

2020/02/20~2020/03/03
2020/08/12~2020/08/26
2020/11/12~2020/12/24

Pandemic

E 4. COVID-19 T=2| KOSPI A& #rEds &M
Table 4. Herding Behavior of KOSPI Market around
COVID-19

COVID-19 Phase | COVID-19

Hokok
By

0.2719
(12.228)

B

Bs

-1.2284
RZ

(-1.214)
*
1.5378
t-values are in parentheses.
k<001, p<0.10
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*

*ok
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(12.103)

0.3712
(1.346)

—-0.7758
(-0.814)

0.526

(1.673)
0.528
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Table 5. Herding Behavior on Extreme Market Movement

= WS 24

L=

Extreme Market Movement | D,V DF

0.0082""" 0.0087"""
Coefficients (8.833) (9.467)
R? 0.323

t-values are in parentheses.
k<001, p<005  p<0.10
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Table 6. Herding Behavior by Firm-sized Portfolio

Large—sized Portfolio Small-sized Portfolio

3 0.2485 " 0.2956"""

1 (10.226) (12.908)
3 -4.3415""" -0.5464

2 (-3.210) (-0.644)
B. 4,9614*** 0.5564

3 (3.974) (0.742)
R2 0.481 0.517

t-values are in parentheses.
k<001, p<005  p<0.10
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Table 7. Herding Behavior by Investor Fear Gauge Jump

A
Al

Coefficients
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3 (-3.701)
R? 0.536

t-values are in parentheses.
w3k p <001, p<0.05  p<0.10
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