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EXECUTIVE SUMMARY

Herding and contrarian behaviours in financial markets have drawn significant attention due to

their potential to distort prices. In the Real Estate Investment Trusts (REITs) market, both

behaviours have been observed, though explanations often remain anecdotal. This paper

provides further insights into herding and contrarianism in US equity REITs by analysing their
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inherent characteristics and the impact of exogenous informational signals. Our findings reveal
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frequent and prolonged contrarian behaviour, contrasted with sporadic and brief herding

episodes at both the market and sub-sector levels. Our results highlight the dual nature of
REITs, where return dispersions differ inherently between their stock and fixed-income
characteristics. Moreover, information spillovers from the stock and debt markets, as well as
signals from larger REITs, drive distinct investor behaviours. We also observe that herding
tendencies increase when investors shift capital from the stock market and that excess return
dispersion intensifies during recessions, reflecting a heightened reliance on private information
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in times of crisis.
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« Fundamental

RESEARCH RELEVANCE

Real Estate Investment Trust (REIT) investors more frequently trade against the market consensus, while herding

behaviour occurs only occasionally and for short periods.

 REITs combine characteristics of both equities and fixed-income assets, investor responses to information from stock
and bond markets affect trading patterns and return dispersion.

« Market sentiment and informational signals from large “representative” REITs influence the intensity of herding and
contrarian behaviour.

« During recessions or periods of uncertainty, return dispersion increases and investors rely more on private information,

which intensifies contrarian behaviour.
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