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Risk-taking of individual investors in FX margin trading
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From a survey of individual investors in FX margin trading, we analyzed what
factors most influence investment performance. The results revealed that behavioral biases explain
most of the differences in performance among investors. Loss aversion, ambiguity aversion, time
discounting, theory of mind (beauty contest), as well as overconfidence in particular play an
important role. Although some investment strategies and trading behaviors also affect performance,
the variation explained by these factors is quite small. These results indicate that recognizing an
correcting one"s behavioral biases is most effective in improving investment performance.
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