




















Loss aversion
Giving something up is often more painful to us than a equal gain
Problem 1
Which of the following two choices would you prefer?
A) A certain win of $250, versus
B) A 25% chance to win $1000 and a 75% chance to win nothing?
Problem 2
How about this choice?
C) A certain loss of $750, versus
D) A 75% chance to lose $1000 and a 25% chance to lose nothing?
The choices that people make are found to be different if these choices are framed as a 
gain or a loss. When faced with the first type of decision, a greater proportion of people will 
opt for the riskless alternative A), while for the second problem people are more likely to 
choose the riskier D).


