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		Abstract

		This study shows that correlated trading by gambling-motivated investors generates excess return comovement among stocks with lottery features. Lottery-like stocks comove strongly with one another and this return comovement is strongest among lottery stocks located in regions where investors have a greater propensity to gamble. The relation between local gambling preferences and lottery stock comovement is amplified when local lottery ticket sales are high, and when local investors experience positive income shocks. Looking directly at investor trades, we find that investors with a greater propensity to gamble trade lottery-like stocks more actively and that those trades are more strongly correlated. 
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