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ABSTRACT

An Empirical Study on Individual Investor’s

Psychological Expectation of Stock Convert

Jeong, Seong-Hoon* - Ji, Seong-Goo**

The primary objective of this paper is to clarify psychological expectation of
the stock convert of the individual investor's stock trading and their perceptive
errors in the stock trading. To achieve this objective, we examined the
possibility of getting the stock convert and mean reversion as a part of the
behavioral finance through the individual investor’s stock trading in the Korean
stock market.

The data for the empirical study of this paper are randomly collected from
the transaction record of a Korean securities company. We random sample of
1400 cyber accounts from the active accounts from March of 1999 to February
of 2003 (the accounts more than at least one year).

Major findings of this research are as follow.

Firstly, we verified the stock convert and found out that PLPA is greater
than PGPA in terms of both frequency and the amount of the money.
Secondly, maximum potential gain turned out to be greater than maximum
potential loss which means investors were under the influence of disposition
effect in both gains and losses. Thirdly, GPA and GPPA were proved less than
LPA and LPPA. The theoretical and practical implications of this result and

future research were suggested.

Keywords - Individual Investor, Psychological Expectation, Stock Convert,

Behavioral Finance.
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% Assistant Professor, Division of Business Administration, Kyungnam University
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