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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’ammuch more holistic perspective on a wide range of topics
in finance, such as the digposition effect, risk-taking behavior after previous gains and

losses, and behaviorallasset pricing.
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