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Are Margin—trading Investors More Reluctant to Realize Their Losses?

ZHANG Yunting ZHANG Weiqgiang LIAO Li

PBC School of Finance Tsinghua University Beijing 100083

Abstract: Previous studies have shown that individual investors in Chinese stock market demonstrate a strong preference

for realizing winners rather than losers which is known as Deposition Effect. Since the launch of margin—trading in Chinese se—

curity market the special trading mechanism has produced profound and complicated influence on individual investors’ behav—

iors. The question we focus on is whether there is any difference on disposition effect between margin—trading investors and nor—

mal investors under different trading mechanisms. Using the basic information data and trading records of individual investors at

a large securities company in China we make an empirical study on the difference of the disposition effect between margin—

trading investors and normal investors. The results indicate that Chinese margin —trading investors show obvious disposition

effect; and compared with normal investors their degree of disposition effect is much lower which means that they are more

willing to realize their losses; and finally the disposition effect also damages margin—trading investors’ investment perform—

ance.

Key Words: behavioral finance; investor behavior; disposition effect; margin—trading investors

- 108 -



