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BeIliiefcha皿gesandexpectationhete]rOgeneily血ｂｕｙ－ａｎｄ
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αDepartmentoflntemationalBusiness,NationalChengchiUniversityうTaipeill6,Ｔａｉｗａｎ
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４６sかacZ

Wedocumentthedeterminantsoflheexpectationheterogeneityofstockpricefbrecasterson

theTOPⅨMonthlypaneldatasurveyedbyQUICKCorporationintheNikkeiGroupis

utilizedintheprocess・Weexaminethedetermin3ntRofexpectationheterogeneityby

categorizingoursampleintobuy‐sideandsell-sideprof3ssionals，anddemonstratethat

expectationheterogeneityarisesasaresultoftheco-existenceofdifferenttypesof

profi3ssionalswithinthesamemarket、Ｗｅｓｈｏｗｔｈａｔｔｈｅｂｕｙ－ｓｉｄｅａｎｄｔｈｅｓell-side

profbssionals，whohavedifhentbusinessgoals，differentiatetheinfbrmationcontentsas

wellastheirinterpretationsofthesameinfbrmationintheirfbrecasts，contributingtolhe

expectationheterogeneity・Inaddition,weinvestigatetheinteractiveexpectationsfbrmulation

ofbuy-sideandsell-sideprofisssionals・Wefindthatbuy-sideprofessionalｓｉｎcorporatethe

sellside，sideasregardingthefilturestockpricesintotheirownfbrecasts，allhoughthey

exclusivelyrefiertotheirownideaswhenrelatingfbreignexchangeratestothefilturestock

prices､Meanwhile,sell-sideprofessionalstendtoutilizebuy-sideprofessionals，ideasabout

ftIturepricesinordertoimprovetheirresearchandingratiatethemselvestotheirclients,i､e,，

thebuy-sideprofessionals・Wedemonstratelhatthisinteractiveexpectationsfbrmulationalso

contributestothegenerationoftheexpectationheterogeneity．
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Introduction

lncontrastwiththecommonassumptionaboutthetraditionalrationalrepresentative

agent，severalpapersinvestigatesurveydataonprofessionalfbrecastsofsuch

macroeconomicseriesasinflationandGDRaswellassuchflnancialseriesasstockprices

andfbreignexchangeratesandfindexpectationstobeheterogeneous､lWhileMankiwぅReis，

andWOlfiers(2003)suggestthat"disagreementmaybeakeytomacroeconomicdynamics

(p,242),”severalrecentagent-basedmodelsdemonstratelhatheterogeneitydrivesobserved

fbaturesinrealstockmarketsthathavenotyetbeensufficientlyexplainedbytraditional

asset-pricingmodelsunderefIicientmarketandrationalexpectationhypotheses，suchas

clusteredvolatilityand倣ｔａilsoftheretumdistribution､２Thus，providingbetter

explanationsofthefactorsdeterminin厘thedifferenceslnexpectationscanfacilitateabetter

understandingofriskmanagementandoptionpricinginfinancialma]kets・Whileseveral

studieshaveexaminedthedeterminantsofexpectationheterogeneityininflation，GDPor

fbreignexchangerates，recentempiricalresearchhasfacedthechallengeofexplaining

expectationheterogeneityamongstockmarketprofessionals・Thispaperempirically

examinesthedeterminantsofexpectationheterogeneityor“dispersion”intheJapanesestock

ma]ketutilizingapaneldatasetofmonthlysurveysofmalketprofessionalsontheTOPDK

fbrecasts,conductedbyQUICKCorporation,aJapanesefinancialinfbrmationvendorinthe

NikkeiGroup・

Theacademicliteratureoffersthreeexplanationsofthesourcesofexpectation

lForexample,AllenandTaylor（1990)，Ｉｔｏ（1990)，andFrankelandFroot（1990）identifyexpectation

heterogeneityinfbreig1exchangemarkets，whileMankiw,Reis，andWolfers（2003）andCapistranand

Timmermann(2009)findheterogeneityininflationexpectations・PattonandTimmermann(2010)demonstrate

e印ectationheterogeneityfbrGDPg･owthandinflation、

2Forexample,Hommes(2006)andLeBaron(2006)surveytheliteratureonagent-basedcomputationalfinance

andexplaintheimportanceofheterogeneityingeneratingfinancialmarketphenomena、
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heterogeneity､３０neexplanationisbasedontheideathatfbrecasterssharethesame

infbrmation-processingtechnology§buthaveaccesstodifflerentsetsofinfbrmationaboutthe

currentstateoftheeconomy(see,fbrexample,Carroll,2003；Kyle,1985;Lucas,1973；

MankiwandReis,2002).Thesecondexplanationintheliteratureindicatesthatagentswho

sharethesameinfbrmationaboutthecurrentstateoftheeconomyinterpretitdifferently(see，

fbrexample,Laster,Bennett,andGeoum,1999;PattonandTimmermann,2010).Athird

possibilityoffbredisthatthefbrecastdispersionarisesduetotheexistenceof

fimdamentallydifferenttypesofagentsinthemalket(fbrexample,inthenoise-tradersand

rational-arbitrageursmodelpresentedbyDeLong,Shleifsr,Summers,andWaldmann(1990）

andaseriesofftlndamentalistsandchartistsmodels).４Duetothediffisrenceintypes,agents

inthethirdstrandofliteraturenotonlyobservediffisrentinfbrmation,butalsohavedifferent

waystointerpretthesameinfbrmation・Thus,animplicationinthethirdstrandofliterature

overlapstheexplanationsinthefirstandsecondstrandsofliterature・Weinvestigatewhether

ornotthisthirdassertioninliteraturecanbeempiricallyvalidatedintheJapanesestock

market・Inparticular，weexplorewhyprofessionals，expectationsareheterogeneousby

disaggregatinglhefbrecastsinoursampleoffi3redbyprofessionalｓｉｎｔｏｔｈｏｓｅｏｆ

ｆｉｍdamentallydifferenttypes,namelyぅintobuy-andsell-sideprofessionals・

Buy-sideprofessionalsarethosewhoworkfbrinvestinginstitutions,suchasmutual

fimds,pensionftInds9andinsurancefirms,whichpurchasesecuritiesontheirownaccount・

Buy-sideanalystsresearchandmakｅｒｅｃｏｍmendationstotheirowninstitutions，investors

regardingpurchasingSecurities､Buy-siderecommendationsareusuallynotavailabletothe

，WerefertoFrijns,Lehnert,andZwinkels(2010)fbrcategorizingtheliteratureintothreestrands、

４See,fbrexample,Hommeｓ(2006)andLeBaron(2006),whosmveypapersonagent-basedcomputational

finance,Boswijk,Hommes,andManzan(2007),Branch(2004),FrankelandFroot(1990),MenkhoffRebitZky，

andSchr6der(2009),andReitz,Stadtmann,andTaylor(2009)empiricallydemonstratethattheexistenceof

fimdamentalistsandchartistsinthesamemaIketgeneratesthefbrecastdispersion、

３



public･Sell-sideprofessionalsworkfbrcompanieswhichsellinvestmentservicestoinvestors，

ｔｈａｔｉｓｔｏｓａｙ§thebuy-sideprofessionals，andproviderecommendationstothepublic・

Sell-sideanalystsworkfbrbrokeragefirms;1heirresearchisusedtopromotesecuritiesto

buy-sideinvestors､sWedemonstratethatourresultsareconsistentwiththeexplanations

offI3redbythethdrdstrandoftheliteratureinwaysoutlinedbelowも

Wefirstdemonstratethatbuy-sideandsell-sideprofessionalsutilizedifferent

infbrmationtomaketheirfbrecasts・Eveniftheyobservethesameinfbrmation,theyoften

interprettheinfbrmationdiffiarentlyぅresultinginvariedeXpectations・Secondlyぅwe

demonstratethatcertainfbrmsofinfbrmationexchangestakeplacebetweenthebuy-sideand

thesell-sideprofessionalsthatgeneratesheterogeneityinexpectations・Moreprecisely§ｗｅ

ｄｅmonstratethatthebuy-sideprofessionalsrefertothewayinwhichsell-sideprofsssionals

evaluatethemarket9particularlywhenthesell-sideprofessionalsshareopinionsthatresemble

tothoseofthebuy-sideprofiessionals・Meanwhile,thebuy-sideprofessionalsdonottakethis

actionWhenattemptingtorelatefbreignexchangeratestofilturestockprices,Ontheother

hand,sell-sideprofessionalsseektosharemaIketviewssimilartothoseoftheircustomers3

thatistosayうtobuy-sideprofessionals，Ourresultsimplythatexpectationheterogeneity

arisesbecausebuy-sｉｄｅａｎｄｓell-sideproflessionalshavingdifhentbusinessgoalsinteract

withoneanotherandtheydifhentiatethecontentsoftheinfbrmationaswellastheir

intelPretationsofthesameinfbrmationintheirfbrecasts・Thus，weconcludethatthe

existenceoffimdamentallydifbenttypesofprofessionalswithinthesamemarketisakeyto

generatingthedispersion・

Inaddition，wedemonstratetherobusmessofourresultsaftercontrollingfbr

importanteventsintheJapaneseeconomyduringoursampleperiods，ｓｕｃｈａｓｔｈｅＬｅｈｍａｎ

sFormoreinfbrmationonlhedifferentactivitiesinwhichbuy-sidea､dsell-sideprofessionalsengage，ｓｅｅ

Groysberg,Healy,andChapman(2008)andBusse,Green,andJegadeesh(fbrthcoming）

４



shock，theBearStearnsshock，theResonashock，themergeroflheMitsubishiTokyo

FinancialGroupandUFJHoldings,thequantitativeeasingmonetarypolicy,thesettlementof

theaccountineachfiscalyear,andtheJanuaryeffbct・

Thispapermakesthefbllowingsixcontributions・First3weempiricallyexplainthe

determinantsoftheeXpectationdispersionamongtheJapanesestockmarketprofessionals･

Severalpapersinyestigatethesourcesofthedispersioninexpectationsofexchangerates，

inflation,GDEandunemployment,butnotspecificallyoftheexpectationsofJapanesestock

marketprofessionals､６Second,wedemonstratethecausesofthefbrecastdispersionrelated

tothestockindexusingprofessionals，opinionsaboutthevanousmacroeconomic,political，

andpsychologicalfactorsthatinfluenceftlturestockprices､TheQUICKcoIporationasks

respondentstoselectthefactorsthatinfluencefUturestockpricesfomamongthefbllowing

factors：‘‘Businessconditions,”“Interestrates,，，‘‘Foreignexchangerates,，，‘‘Politicsand

diplomacyぅ，，‘‘Intemalfactorsandma1ketpsychologyinstockmarkets,，，ａｎｄ‘‘Stockandbond

marketsabroad､９，Thesemacroeconomic,political,andpsychologicalfactorsareamongthe

mostlikelycandidatestoexplainthestockindexpricefbrecasts・Ourpaneldatasetenablesus

todirectlyrelateprofessionals，ideasonthesefactorstolheexpectationdispersion・This

approachisdiffbrentfiromthatinpreviouspapers,suchasLamont(2002),whichexplainsthe

eXpectationdispersionbyusingthefbrecasters，ageandreputation・

Third,weempiricallyanalyzebothbuy-sideandsell-sideprofessionals，dispersions

ofthestockindexfbrecasts・Severalpapersinvestigatethebehaviorofsell-sideinvestors

丘omacross-sectionalviewpoint，buttheireBfbrtsfbcusexclusivelyonthesell-side

６See,fbrexample,MenkhofERebitZky,andSchr6der(2009）andReitz,Stadtmann,andTaylor(2009)fbr

heterogeneityinexchangerateexpectations,Mankiw,Reis,andWolfers(2003)andCapistranandTimmermann

(2009),fbrheterogeneityininflation,PattonandTimmermann(2008）andD6pkeandFritsche(2006）fbr

heterogeneityinbothGDPandinflation,andLamont(2002）fbrtheheterogeneityinGDP,inflation,and

unemployment、
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professionals､７AccordinglytoGroysberg,HealyうandChapman(2008),thisactionisduetoa

lackofdataonbuy-sideprofessionals，Amongtherelativelylimitedamountofresearch

conductedonbuy-sideprofessionals,Cowen,Groysberg,andHealy(2006)andGroysberg，

HealyうａｎｄＣｈａｐｍａｎ(2008）examinethefbrecastsmadebybothbuy-sideandsell-side

professionals,butfbcusonindividualstocksanddonotcharacterizethefbrecastdispersion

ofbuy-sideandsell-sideprofbssionals・

Fourth,weempiricallyidentifythetypesofprofi3ssionalswhoactuallydrivethe

fbrecastdispersion,Wedemonstratethatthebuy-sideanｄsell-sideprofessionalssigniflcantly

impactthedispersion・Thethirdstrandofliteraturementionedaboveposestheideathatthe

existenceofdifferenttypesofprofもssionalswithinthesamemarketgeneratesthefbrecast

dispersion，suchasnoisetradersandrationalarbitrageursinthenoise-tradermodeland

fmdamentalistsａｎｄchartistsinagent-basedmodels､Nonetheless,thosepapersidentify

neitherthetypeoffinancialinstitutionstowhichnoisetraders，rationalarbitrageurss

ftIndamentalists9andchartistsspecificallybelongnortheirrespectivebusinesscategories、

Fifih，wedemonstratethatafbrmofinjfbrmationexchangebetweenbuy-sideand

sell-sideprofessionalsexists，whichdetemlinesthefbrecastdispersion．Theresearchof

sell-sideprofessionalsisusuallyayailabletothepublicinrealityぅwhereasthatofbuy-side

professionalsisconductedexclusivelyfbrbuy-sidefirms，ｐｏrtfbliomanagers(Cheng,Liu，

andQian,2006).However,itisnotempiricallyvalidatedastowhetherornottheyutilize

eachother，sanalysesinmakingtheirfbrecasts・Ｅｖｅｎｉｆｔｈｅｙｄｏ，theinfbrmationfifomthe

sell-sideprofbssionalsthatthebuy-sideprofessionalsuseandlheinfbrmationfifomthe

buy-sideprofessionalsthatthesell-sideprofessionalsutilizeinmakingtheirfbrecastsremam

unknown.８

７See,fbrexample,Clement(1999)andHongandKubik(2003)．

8Busse,Green,andJegadeesh(fbrthcoming)findsell-sideanalysts，recommendationstobeinfbrmativetothe

buy-sideprofessionalsbutdonotfindthereversetobetrue、
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ｍＥｐｍｍｐＩＡ 

Note:ＱＥＭＰ(Quantitativeeasingmonetarypolicy),ＧＦＣ(L)（Globalcrisis:９/2008-6/2009),ａｎｄ 
ＧＦＣ(B)(Globalcrisis:3/2008-6/2009） 

Table5PanelB:SensitivityAnalysis2(AllvariabIes） 

Settlcmcnt Ｊａｎｕａｒｙ ＧＦＣ(L） ＧＦＣ(B） Ｒｅｓｏｎａ ＱＥＭＰ 

１０ 

Note:ＱＥＭＰ(Ouantitativceasingmonctarypolicy),ＧＦＣ(L)(Globalcrisis:，/２００８－６/2009),ａｎｄ 
ＧＦＣ(B)(Globalcrisis:3/2008-6/2009） 

ＴａｂＩｅ６：GIobalFinanciaICrises 

３/2008 ９２００８ ６/2009 

３８ 

4３ 

Resona ＵＦＪ ＯＥＭＰ Scttlement January GFC(L） GFC(B） 

＃ofequations 4８ 4８ 4８ 4８ 4８ 4８ 4８ 

＃ofSignificantdummics 3４ 4８ ０ ２ ０ ０ １ 
① 

＃ofPositivedummies 1０ ０ ０ ０ ０ ０ ０ 

＃ｏｆＮｅ gａ tivedummies 2４ 4８ ０ ２ ０ ０ １ 

Table5PanelA:SensitivityAnalysis2(Eachvariable） 

Resona ＵＦＪ ＱEＭＰ Settlement January GFC(L） GFC(B） 

＃ofequations 4８ 4８ 4８ 4８ 4８ 4８ 4８ 

＃ofSignificantdumInics 3３ 4２ ０ ８ ０ 0 ２ 

＃ofPositivedummies 1０ ０ ０ ０ ０ ０ ０ 

＃ｏｆＮｅ gａ tivedummies 2３ 4２ ０ ８ ０ ０ ２ 

3/２００８ ，/ZOO８ 6/2009 3/2008-5/2008 9/2008-11/ZOO８ ６/２００９－８/２００９ 

＃ofequations 4８ 4８ 4８ 4８ 4８ 4８ 

＃ofSignificantdummies ２５ 3８ ２６ 1９ 4２ ０ 

＃ofPositivedummics 2３ 2７ 2６ 1８ 4２ ０ 

＃ｏｆＮｅ gａ tivedummics ２ 1１ ０ １ ０ ０ 






