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Cumulative Behavior of Daily Trades in Kuwait Stock Exchange
An Examination of Herd Behavior in a Small Open Economy

Abstract
This study examines the herd behavior of daily trades in Kuwait Stock
Exchange (KSE), as a small open econoimy, Over the period from January 2000 to
June 2008. Results indicate that K.SE experience a strong and significant herding
behavior in general when return is measured by the Cross Section Absolute
Deviation (CSAD) of return. When return is measured by the Cross Section
Standard Deviation (CSSD) of return, strong and significant results show that KSA
does not experience herd behavior. = )

When examining the bull and bear markets, results show strong and
statistically significant evidence for herding behavior in Bullish Markets than in
Bearish Markets. These results indicate that investors are more sensitive to the
upside movement of the market relative to the downside movement of the market.
The study concludes that Kuwaiti investors have a more gambling behavior in their

daily transactions than a speculating or investing behavior.

Key Words:
Herd Behavior, Bullish Market, Bearish Market, Cross Sectional Absolute

Deviation, Cross Sectional Standard Deviation,
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