

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
				

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Overconfidence in Investment Decisions: An Experimental Approach

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			22 Pages
		
		

		Posted: 25 Jan 2002
		
		
		
	

	
		
			
			




	See all articles by Dennis Alexis Valin DittrichDennis Alexis Valin Dittrich
affiliation not provided to SSRN
Werner Güth
Max Planck Institute for Research on Collective Goods; Luiss Guido Carli University
Boris Maciejovsky
Max Planck Society for the Advancement of the Sciences - Max Planck Institute for Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: December 2001

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We experimentally test overconfidence in investment decisions by offering participants the possibility to substitute their own for alternative investment choices. Overall, 149 subjects participated in two experiments, one with just one risky asset, the other with two risky assets. Overconfidence increases (i)  with the absolute deviation from optimal choices, (ii) with task complexity, and (iii) decreases with uncertainty as indicated by the difference between willingness to pay and to accept. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Risky Decision Making, Behavioral Finance, Portfolio Choice, Experimental Economics

	
	

	
    

    
	

	
	
		JEL Classification: C91, D81, G11

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Dittrich,  Dennis Alexis Valin and Güth,  Werner and Maciejovsky,  Boris, Overconfidence in Investment Decisions: An Experimental Approach (December 2001).  Available at SSRN: https://ssrn.com/abstract=296246 or http://dx.doi.org/10.2139/ssrn.296246 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Dennis Alexis Valin Dittrich

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				affiliation not provided to SSRN 

			

			
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Werner Güth (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Max Planck Institute for Research on Collective Goods]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Max Planck Institute for Research on Collective Goods 

			

			
			
				
				
				
					Kurt-Schumacher-Str. 10
D-53113 Bonn, 53113
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Luiss Guido Carli University  ( email )

			

			
			
				
				
				
					Via O. Tommasini 1
Rome, Roma 00100
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Boris Maciejovsky

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Max Planck Society for the Advancement of the Sciences - Max Planck Institute for Economics  ( email )

			

			
			
				
				
				
					Kahlaische Strasse 10
D-07745 Jena, 07745
Germany
+49 3641 686626 (Phone)
+49 3641 686623 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,313

			

		
		
		
			Abstract Views

			    6,427

		

		
		 
		
			Rank

			   28,285

		

		
	


	
		
            
            	        3 Citations
		

	

	
		
			
				       61 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    CESifo Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                CESifo Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            9,078

                                    

                                    
                                        PAPERS

                                           10,740

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Clemens Fuest at CESifo (Center for Economic Studies and Ifo Institute, University of Munich)

                                    

                                
                            

                        

                    

                
	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,708

                                    

                                    
                                        PAPERS

                                           16,871

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,915

                                    

                                    
                                        PAPERS

                                           23,289

                                    

                                

                                
                            

                        

                    

                
	
                    Experimental Studies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Experimental Studies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              564

                                    

                                    
                                        PAPERS

                                            1,658

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The "Gambler's Fallacy" in Lottery Play

                        
                            By
                                
                                
                                    
                                    Charles T. Clotfelter
                                     and 
                                
                                    
                                    Philip J. Cook
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Strong Evidence for Gender Differences in Investment

                        
                            By
                                
                                
                                    
                                    Gary Charness
                                     and 
                                
                                    
                                    Uri Gneezy
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Portfolio Choice and Risk Attitudes: An Experiment

                        
                            By
                                
                                
                                    
                                    Gary Charness
                                     and 
                                
                                    
                                    Uri Gneezy
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Myopic Loss Aversion: Information Feedback vs. Investment Flexibility

                            
                                By
                                    
                                    
                                        
                                        Charles Bellemare, 
                                        
                                    
                                        
                                        Michael U. Krause, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Binding of Feedback Influence Myopic Loss Aversion? An Experimental Analysis

                            
                                By
                                    
                                    
                                        
                                        Martin Weber
                                         and 
                                    
                                        
                                        Thomas Langer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Domain-Specific Risk-Taking (DOSPERT) Scale for Adult Populations

                            
                                By
                                    
                                    
                                        
                                        Ann-renee Blais
                                         and 
                                    
                                        
                                        Elke U. Weber
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Impatience and Uncertainty: Experimental Decisions Predict Adolescents' Field Behavior

                            
                                By
                                    
                                    
                                        
                                        Matthias Sutter, 
                                        
                                    
                                        
                                        Martin G. Kocher, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Negative Recency, Randomization Device Choice, and Reduction of Compound Lotteries

                            
                                By
                                    
                                    
                                        
                                        Kim Kaivanto
                                         and 
                                    
                                        
                                        Eike B. Kroll
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.101 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
