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The fear factor: loss
aversion in investing

"Losses weigh more heavily than gains."”

What is loss aversion?

Loss aversion refers to the phenomenon where
the negative feelings caused by a loss are more
intense than the pleasure experienced from
gaining an equivalent amount." For example, the
disappointment felt when losing €100 is stronger

than the satisfaction of winning the same amount.

Studies estimate that the negative emotional
impact associated with a loss or a sacrifice is
twice as powerful as the satisfaction felt when
an equivalent gain is made 2

Examples of loss aversion
=

B Workplace benefits: when a company
removes free coffee machines, employees’
complaints about losing the perk are far
stronger than their initial appreciation when
the machines were introduced. The removal,
is perceived as a loss, often triggering a more
intense emotional response than the
positive reaction to the original gain.

MARKETING COMMUNICATION

Daniel Kahneman, 2022 winner of the Nobel Memorial Prize in Economics

This stems from survival mechanisms where,
situations perceived as negative and therefore
potentially dangerous demand more urgent
attention3

Reluctance to leave a social circle: even if they
don't thrive in a social circle (friends, colleagues,
members of a club etc.), some people are hesitant
to leave out of fear of losing valuable relationships,
opportunities or information. The fear of losing
what they have, despite limited satisfaction, can
often outweigh the potential benefits of
leaving.
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How loss aversion can
affect investment decisions

B Overcaution: Investors may keep their savings in low-yield
savings accounts rather than investing in financial
markets. This behaviour is often driven by a fear of loss,
stemming from an exaggerated perception of market
risks, especially when they focus on the short-term
performance of their portfolio.*

Impulsive decisions: When the value of their shares fall, such as during a market downturn,
investors may panic and fear further losses. As a result, they may rush to sell their shares.®

Yo Time for action: overcome loss aversion in your
financial decisions

Recognising the impact of loss aversion is the first step towards making better financial decisions.

@ Ask yourself these questions:

(O Have I avoided investing in risky financial assets (such
as shares)?
B Take a long-term view:
the probability of incurring a loss is statistically lower
over the long term.

B Diversify* your investments to limit risk and minimise
the emotional impact if some of your investments
decline in value.

(0 Did I sell a declining investment in a panic?

m Next time, avoid making impulsive decisions: take the
time to assess the situation and consult a financial
adviser if necessary.

*Diversification does not guarantee profit or protect against a loss.

Investing involves risk.
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IMPORTANT INFORMATION

Unless otherwise stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of
29 September 2025. Diversification does not guarantee a profit or protect against a loss. The views expressed regarding
market and economic trends are those of the author and not necessarily Amundi Asset Management S.A.S. and are subject
to change at any time based on market and other conditions, and there can be no assurance that countries, markets or
sectors will perform as expected. These views should not be relied upon as investment advice, a security recommendation, or
as an indication of trading for any Amundi product. This material does not constitute an offer or solicitation to buy or sell any
security, fund units or services. Investment involves risks, including market, political, liquidity and currency risks. Past
performance is not a guarantee or indicative of future results.
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