26 2 Vol.26 No.2

2017 2 OPERATIONS RESEARCH AND MANAGEMENT SCIENCE Feb. 2017
12 3
(1. 100033; 2. 200433; 3.
100083)
1F832.5 tA :1007-3221(2017)02-011740  doi:10. 12005 /orms. 2017. 0040

Lottery-type Stocks and Investor’ s Gambling Preference in Chinese Stock Market

LIANG Yu'? ZHANG Wei-giang’
(1. Postdoctoral Program China Huarong AMC  Bejjing 100033  China; 2. School of Economics Fudan
University Shanghai 200433 China; 3. PBC School of Finance Tsinghua University Beijing 100083  China)

Abstract: In the emerging capital market stock prices are sensitive to investors investment preference. As one of
the major investment preferences gambling preference will be the topic of this paper. Based on the practical sit—
uation of Chinese stock market this article improves the past classification method and defines the lottery-type
stocks as stocks with high idiosyncratic skewness high idiosyncratic volatility low price and high abnormal turn—
over rate. Our empirical test shows that individual investors over-weight lottery-type stocks in their investment
portfolios and the lottery-type stocks earn significantly negative abnormal return in the future. It means that the
individual investor’ s gambling preference is irrational. Compared to the case in main board market the lottery—
type stocks’ performances are poorer in the small and medium-sized board market and growth enterprises market.

Finally this article finds that after the financial crisis the negative abnormal returns of the lottery-type stocks
still exist.

Key words: finance; lottery-type stocks; abnormal return; investor education
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