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This paper intends to explain the behavior of mutual funds investors with value function. Although

there are many experimental papers related to value function of prospect theory, we rarely find empirical

studies of investors' behavior to verify the characteristics of value function. This paper uses real

transaction data of mutual funds to test three hypotheses of value function. Firstly, we test the hypothesis

that value function is concave on profit and convex on loss. We find that this hypothesis is supported by

our data. Furthermore, we use accumulated profit/loss as the wealth change to test investors' risk

preference under different reference points. The transaction data shows that the more profit investors win,

the less risk-averter they are. On the other hand, the more money investors lose the more risk-lover they

are. Finally, we test the characteristics of investors' loss aversion on value function. However, this paper

cannot find evidence to support the characteristics of investors' loss aversion.
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