
 

Accepted Manuscript

All’s Well That Ends Well? On the Importance of How Returns are
Achieved

Daniel Grosshans, Stefan Zeisberger

PII: S0378-4266(17)30244-3
DOI: 10.1016/j.jbankfin.2017.09.021
Reference: JBF 5225

To appear in: Journal of Banking and Finance

Received date: 10 August 2016
Revised date: 4 August 2017
Accepted date: 25 September 2017

Please cite this article as: Daniel Grosshans, Stefan Zeisberger, All’s Well That Ends Well? On
the Importance of How Returns are Achieved, Journal of Banking and Finance (2017), doi:
10.1016/j.jbankfin.2017.09.021

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jbankfin.2017.09.021
https://doi.org/10.1016/j.jbankfin.2017.09.021


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

All’s Well That Ends Well?

On the Importance of How Returns are Achieved∗

Daniel Grosshans†and Stefan Zeisberger‡

First Version: July 16, 2014
This Version: August 4, 2017

Abstract

We demonstrate that investor satisfaction and investment behavior are influenced sub-

stantially by the price path by which the final investor return is achieved. In a series

of experiments, we analyze various different price paths. Investors are most satisfied

if their assets first fall in value and then recover, and they are least satisfied with the

opposite pattern, independent of whether the final return is positive or negative. Price

paths systematically influence risk preferences, return beliefs, and ultimately trading

decisions. Our results enable a much more holistic perspective on a wide range of topics

in finance, such as the disposition effect, risk-taking behavior after previous gains and

losses, and behavioral asset pricing.
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