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Table 1 Description statistics of primary variables
2004 1121 253.43 8.90" 10% -4.80"107* 5.94" 1074 0.50
2005 1208 253.67 7.77" 108 -2.00"107* 7.70" 107* 0.59
2006 1221 71.11 1.84" 10° 3.00° 1073 1.00" 1073 1.29
2007 1342 100. 69 6.63° 10° 6.00" 1073 7.00" 1073 2.27
2008 1362 98.98 2.67° 10° -2.70" 1073 3.497 1073 1.37
1 2004 2008
1121 1362
2004 .2005
. 2006
.2007.2008
. Hung *
1
29
3.1 —_—

Odean
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ADummy
HP;, =B, + B RET;, + B,ILLIQ, , + B;MV,, + Visaltanachoti
ByVolatility,, + BsAp,m + &, HP,, = a +B,Cap;, + B,R,, + B;Vol,, +
BiTur,, + &;, (2)
Visaltanachoti (2) Cap;,
1) (ILLIQ) 3° Cap; (
(HP) ) — R,
Pt
. ' Vol.
.2)
(ILLIQ)
.3)
Dummy ( Tur, t)
A B (2) 2.
2
Table 2 Cross-sectional regression for stock holding period
2004 2005 2006 2007 2008
panelA: A
2. 668 4,081 2. 787 3.556 % - 0.803**
* (8. 080) (12. 888) (9. 576) (12.010) ( - 2.368)
Cap -0.024 0.013 0. 038 *** 0. 04277 0. 084 ***
(-1.554) (0.783) (3.230) (3.819) (7.497)
R -5.370 — 44,441 -8.735 4. 340 30. 862
(-0.567) ( - 4.920) (- 1.428) (4. 966) (10.315)
Vol - 0.339 % - 0. 006 — 0. 094 *** 0.070*** - 0.573 %
(-9.341) (-0.187) (- 1.721) (2.790) (- 12.862)
Tur - 0.610*** - 0.797 - 0.523% - 0.526* —0.555**
( -27.750) ( -39.412) ( -25.271) ( - 26.364) ( -27.150)
R? 0. 606 0. 654 0.737 0.778 0.790
panelB: B
9. 500 *** 9. 156 7.767 %% 6. 944 *** 5. 887 ***
* (11.136) (10.222) (7.077) (8.122) (6.612)
Cap - 0.152% — 0. 141 —0.184* -0.042" -0.035
(-5.224) (-5.542) ( -5.524) (- 1.937) (-1.279)
R - 19.058 41. 1217 8.760 - 13.968 22.077
( -0.590) (1.618) (0.414) (-0.913) (0.725)
Vol 0.132 0. 124 -8.795" 1072 0.107 -1.490" 107
(1.158) (1.113) (- 0.624) (0.942) ( - 0.008)
Tur - 0.939 - 0.964 —1.203*** - 0.891*** — 1. 055 ***
( - 10587) ( - 12.799) ( - 13.545) ( - 12.989) ( - 12.594)
R? 0. 883 0. 706 0. 605 0. 678 0.713

la ;

®

*x  kkk

10% 5% 1%
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3
Table 3 Regression for subsample data
2004 2005 2006 2007 2008
PanelA: A
2,970 %** 3.052 %% 3,025 %% 3,731 % — 1.585%%*
“ (6.872) (8.017) (8.738) (7.871) (-3.188)
Cur -0.023 —5.501° 1072%%%| 0,040 *** 0. 008 0. 048 ***
(-1.143) ( -2.945) (2.801) (0.497) (3.121)
. - 15.062 -23.228" — 26. 395 *** 8. 563 *** 25,764 %%
(-1.121) ( -1.901) ( -3.363) (3.329) (7. 446)
Vol — 0,204 *%* — 0. 352 %% -0.057 -0.013 ~0.817%*
( -6.347) (-7.375) (- 1.399) (-0.272) ( - 12.288)
Tur — 0. 574 — 0. 602 *%* —0.514%%* — 0. 529 %% — 0. 463 **
(-21.392) (-23.128) ( - 20.498) ( - 18.695) (- 16.371)
R 0.736 0.612 0. 696 0.599 0.623
PanelB: A
9. 553 %** 4. 454 %% 3. 140 %% 2.506 *** ~1.183*
“ (11.136) (8. 446) (5.516) (6.521) (-2.297)
Car —0.152%% | 6.270" 1072 *** 0.045 4** 0. 098 3*** 0. 121 ***
(-5.224) (2.341) (2. 160) (6.724) (7.218)
. - 19. 058 — 68. 679 *%* 10.277 3. 457 % 35. 5767
( - 0.590) ( - 5.446) (1.055) (4.388) (6.364)
Vo 0. 132 0. 197 *** -0. 0139 0.089 6*** —0.511%%*
(1.158) (4. 695) (- 0.228) (3.219) (-7.278)
Tor - 0.939 *%* —0.982%** —0.612%%* —0.540 % ~0.614%*
( - 10.587) ( - 32.226) ( - 14.855) ( - 19. 800) (- 18.852)
R 0.597 0.765 0. 605 0.755 0.794
3.2

Johnson
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4 A
Wilcoxon .
Barberis o 2004 .
2006
.2005.2007.2008 ( )
2004 .2006
B 2006 .
() ( ) 2007 ( )
2005.2008 A
A 2
D, D,
TUR, TUR,
T 2007.2008
4
Table 4 Results of nonparametric test
Mean of Rank Sum of Rank
Negative Positive Negative Positive Negative Positive
A
2004 773 347 582.91 510.58 450 588.00 177 172.00
2005 331 721 438.94 566.70 145 288.00 408 590.00
2006 728 466 628.70 548. 80 457 690. 00 255 725.00
2007 603 738 689.99 655.48 416 065.50 483 745.50
2008 493 868 540. 14 761.01 266 285.50 660 555.50
B
2004 77 13 48.84 25.69 3761 334
2005 31 59 40.37 48.19 1 251.50 2 843.50
2006" 41 53 51.95 44.06 2 130.00 2 335.00
2007" 69 20 49.59 29.15 3422.00 583.00
2008 24 66 37.81 48.30 907.50 3 187.50
‘Positive  TUR,  TUR, Negative ~ TUR,  TUR,;" 20062007
3.3 —
3.3.1
3.1
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2 P <H NegH = H-P NegH =0, P >1L
7 Postl. = P - L Postl. =0; P <L Negl =
3 J L-P NegL = 0.
5
; Table 5 Results for different reference points
4 (4) ] Variable | Coefficient Std. Error t-Statistic | Prob.
i F FIFO -0.025 | 0.0060912 | -3.567 | 0.000
5 H 6.250" 107 | 5.675" 1073 1.101 | 0.272
z F, L 3.6457 107 [1.062 07" 1072 | 0.343 | 0.732
i=1 NegH |-8.035" 1073 4.774" 107 | -1.683 | 0.095
6 _ > PostFIFO {2.511° 107 | 7.112" 1073 3.531 0.001
21 Fﬁ xa"‘ NegFIFO |1.044" 1072 | 1.669" 1072 0.625 | 0.533
= t—k
_ : R-squared: 0. 572 448. (8)
' VIF
7 Wy ( PostH PostL NegL )
; testdrop
8 J M;
J S
2)
Ordoéiiez  Connolly
Ordoiiez
Lin  Huang
( ) (8)
VIF
(8) ( PostH
. Postl, NegL ) testdrop
S, =a+BFIFO,, +B,H,, +B,L;, +
B,PostFIFO, , + BsNegFIF(Q. , + 5. FIFO
BePostH,; , + B,NegH, , + By PostL,;, +
BoNegL,, + ¢;, (8) PosyFIFO
i=12 - Nt=12 - T .
FIFO . NegH
yH ;L
PostFIFO.NegFIFO . P > FIFO
PostFIFO = P - FIFO PostFIFO = 0; Gneezy
P < FIFO NegFIFO=FIFO - P NegFIFO =

0; P >H PostH=P-H PostH = 0; PostFIFO
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Table 6 Advantage of stopdoss strategy
3 6 12
20% 10% 5% 20% 10% 5% 20% 10% 5%
2004 0.76 0.87 0.88 0.85 0.89 0.91 0.52 0.61 0.63
2005 0.76 0.93 0.95 0.73 0.90 0.93 0.61 0.77 0.80
2006 0.25 0.34 0.31 0.54 0.56 0.59 0.58 0.58 0.65
2007 — 0.20 0.15 0.50 0.31 0.18 0.77 0.72 0.62
2008 0.79 0.97 0.98 0.96 0.97 0.97 0.70 0.81 0.82

20%
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Investors’ behavioural biases and stopdoss strategy: Empirical study based
on disposition effect and reference point

CHI Li«u' ZHUANG Xin-ian®

1. College of Economics & Management Shenyang Agricultural University Shenyang 110866 China;
2. School of Business Administration Northeastern University Shenyang 110004 China

Abstract: This paper focuses on the investors’ behavioural biases and their preference property in the Chinese
stock market and further confirms the reference price for investors. The results show that macroeconomic fac—
tors affect investors’ preferences. Before the split-share structure reform investors preferred to ride losers too
long and sell winners too early. However after the reform investors tend to hold the gains. On the other
side house money effect weakens the disposition effect. This study also finds that the investors consider both
dynamic costs and highest stock price as their reference point. While considering individual’ s behavioural bia—
ses the stop-oss strategy which helps the investors earn more money is more predominant than the holding
strategy.

Key words: prospect theory; investors’ behavior; disposition effect; reference price



