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Industries, Company Scales, and Disposition Effect

FECHE T FFREY T RMES

ABSTRACT
Since Kahneman and Tverskey (1979) created the prospect theory, Sherfrin and

Statman (1985) spread out that theory as disposition effect for the study of investors’
behaviors. This research is based on the disposition effect theory to study the
investors’ behaviors of Taiwan Stock Market. We apply Ferris et al. (1988) and Weber
and Camerer’s (1998) methods but specially focus on the categories of industries and
the companies’ scales. From the evidence of empirical study shows the investors of
Taiwan Stock Markets have disposition effect except the investors of plastic industry
during the period of getting profit and the investors of communication during the
period of getting loss. The evidence also points out that the turnover of trading is
related with the disposition effect and the market exists the small company effect.

Key Word : Behavioral Finance, Prospect Theory, Disposition Effect, Scale Effect
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