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Exhibit 1
Alternative Explanations of Appraisal Bias

Appraisal Bias

Random Bias

Systematic Bias

Appraisal Smoothing Owverreaction
{Lower Variance) (Higher Variance)

Empirical:
Ibbotson and Siegel (1984), Miles et al.
(1990), Webh (1994), Hamilton (1997)

Theoretical:
Geltner (1991),
Lai and Wang
(199%)

| I
Purely Random
Behavioral Contention

|
| !

Anchoring Bias Survival Bias

|
[ [
. Behavioral Contention
VE']IUE'T'U" (Anchoring to Previous
Timing Estimates)
Theoretical: Theoretical:

Geltner (198%a,b;
1991; 1993, 1998),

Geltner {1989b), Quan
and Quigley (1991),
Giaccotto and Clapp
(1992),

Empirical:

Cho and Megbolughe
{1996}, Hamilton and
Clayton (1999}, Fisher et
al, (1999), Clayton et al,
(2001}

Experimental:

Diaz (1990), Diaz
{1997}, Dhaz and Hansz
(1997, 2001), Hansz and
Diaz (2001), Diaz and
Wolverton (199%)

Anchoring to
Asking Price

Experimental:
MNortheraft and
Meale (1987,
Black and Diaz
{1996), Black
(1997}, Diaz et
al. (1999)

Anchoring to
Other References

Experimental;
Gallimore (1994,
1996), Gallimore and
Wolverton (1997),
Gallimore et al,
(2000, Gallimore and
Giray (2002)

Client’s Influence,
Cost of
Justification, etc.

Empirical:
Hendershott and
Kane {1993),
Chinloy et al.
(1997), Shimizu
and Nishimura
(2006)

Opindon Survey:
Kinnard et al,
(1997), Havard
(1999), Bretten

and Wyatt

(2002), Levy and
Schuck (1999, 2005)

Options Value
Hypothesis

Theoretical:
Titman { 1985),
Williams (1991},
Patel et al. (2005)

Empirical:

Cuigg (1993), Sing
(2001), Yamazaki (2001),
Chiang et al. (2005)

Different
Base-of-Valuation
Hypothesis

Opinion Survey:
Adlair et al.
(1996)

Empirical:
Tang et al.
(2006)
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