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Capital gains prominence and risk appetite
—— empirical research based on the A-share market

wang Yushi
School of Economics and Management, Tongji University, Shanghai 200092

Abstract : Based on the framework of the disposition effect in prospect theory, this paper starts from the
behavioral finance indicator of capital gain salience and finds that there is a disposition effect in the
A-share market. Investors' risk preference changes abruptly at the reference price point, being risk—
averse when there is a paper profit and risk—tolerant when there is a paper loss. Meanwhile, this paper
modifies the calculation method of capital gain salience (CGO), selects daily high—frequency data, and
shortens the time period of past transaction data, resulting in a reference price calculation method that
is more suitable for A—share investors.
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