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		This paper investigates how the combination of preferences and biases impact the risk-value profile of acquiring firms. We find strong evidence that prior losses impact acquisition risk as firms with negative prior returns are more prone to become acquirers and make value destructive acquisitions. These behavior patterns take place within the context of general corporate risk choices that conform to the aspiration-based March-Shapira model, modulated by psychological biases such as overconfidence and confirmation bias. To examine the impact of biases, the paper focuses on market reactions to acquisition announcements which are judged to be either bad or good. Consistent with confirmation bias, firms associated with extremely bad or extremely good acquisitions exhibit higher risk following acquisitions. As governance and monitoring strengthen, executives feel more pressure which exacerbates the psychological tendency to become more risk seeking. Firms with longholder CEOs, regarded as overconfident, take more risk than firms with non-longholder CEOs. While there is a differential longholder risk impact associated with extremely good acquisitions, there is none with extremely bad acquisitions. In addition, the risk response to prior returns for firms having longholder CEOs is muted relative to firms with non-longholder CEOs. 
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