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Abstract: Argentina With the development of fintech and popularization of wealth management 

concepts, intelligent investment consultants have become important in the wealth management 

market, offering low – cost, efficient and personalized services. Traditional strategies rely on the 

“rational man” assumption, ignoring investors’ behavioral biases like loss aversion. Loss 

aversion, proposed in prospect theory, means investors feel more pain from losses than 

pleasure from equivalent gains. This bias leads to irrational decisions, affecting investment 

returns and service effectiveness. 

Therefore, exploring the optimization path of intelligent investment consultant strategies from 

the perspective of loss aversion is significant. This paper first combs related theories, analyzes 

the impact of loss aversion on decision – making and the defects of traditional strategies. Then, 

based on loss – aversion characteristics, it proposes targeted optimization schemes in investor 

portrait construction, asset allocation, risk control and investor education. Finally, it verifies the 

optimized strategy’s effectiveness through empirical analysis and gives relevant suggestions. 

The research shows that the optimized strategy can better adapt to investors’ behavior, reduce 

the negative impact of loss aversion, improve investment experience and returns, and enhance 

service competitiveness. 

Keywords: Loss Aversion; Intelligent Investment Consultant; Strategy Optimization; Prospect 

Theory; Asset Allocation 

1. Introduction 

In recent years, driven by AI, big data, and cloud computing, the fintech industry has developed 

rapidly, and the wealth management market has entered a digital and intelligent era. Intelligent 

investment consultants, a new wealth management service model, integrate financial theory, 

algorithm models, and technology. They can generate personalized investment portfolios based 

on investors’ risk preferences, goals, and asset status, and adjust them with market changes[1]. 

Compared with traditional manual investment consultants, they have advantages like low 

threshold, low cost, high efficiency, and strong objectivity, and are widely recognized by 

investors. By 2025, China’s intelligent investment consultants’ asset management scale 
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exceeded 500 billion yuan, and the number of users exceeded 100 million, showing strong 

momentum. 

However, as the market scale of intelligent investment consultants expands, problems have 

emerged. Traditional strategies are often based on classical financial theories assuming 

investors are rational. But in reality, investors are affected by behavioral biases, especially loss 

aversion. Kahneman and Tversky (1979) proposed the prospect theory, stating that loss aversion 

is common. The psychological utility loss from a loss is 2 – 2.5 times the utility gain from an 

equal gain. This makes investors over – emphasize loss risks and make irrational decisions, such 

as holding loss – making assets or selling profitable assets prematurely[2-4]. These behaviors 

reduce investors’ returns and the effectiveness of recommended portfolios, decreasing user 

trust and satisfaction. 

Currently, most research on intelligent investment consultants focuses on algorithm 

optimization, asset allocation efficiency, and service scope expansion. Few studies combine loss 

aversion for strategy optimization[5]. The mismatch between traditional strategies and investors’ 

behavioral characteristics (especially loss aversion) restricts the industry’s development. 

Therefore, it is necessary to study the impact of loss aversion on decision – making, find defects 

in traditional strategies, and propose targeted optimization schemes. This study starts from loss 

aversion to explore the strategy optimization path, which can enrich theories and guide the 

industry’s development, meet investors’ needs, and promote the healthy development of the 

wealth management market. 

2. Theoretical Basis 

2.1 Loss Aversion Theory 

Loss aversion, the core of prospect theory proposed by Kahneman and Tversky in 1979, is the 

psychological tendency where investors feel far more pain from losses than pleasure from 

equivalent gains. In prospect theory, they introduced the value function to describe the 

relationship between investors’ subjective value and gains/losses. The value function has three 

features: it uses a reference point as the origin, with gains and losses relative to it; it’s convex in 

the loss area and concave in the gain area, meaning investors are risk – averse in the gain area 

and risk – seeking in the loss area[6]; its slope is steeper in the loss area, showing losses have a 

greater impact on psychological utility. For example, losing 100 yuan causes much more pain 

than gaining 100 yuan, and investors usually need to gain 200 – 250 yuan to offset the pain of 

losing 100 yuan. Loss aversion is a common psychological phenomenon present in various 

investment scenarios, like in the stock market where investors often hold losing stocks for a long 

time and are unwilling to… Investors hold losing stocks to avoid “real” losses and sell profitable 

ones to lock in profits, resulting in “winning small and losing big”. In the fund market, investors 
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panic and redeem when the net value falls, intensifying fluctuations, and redeem when it rises, 

missing appreciation opportunities. These are manifestations of loss aversion, affected by 

factors like psychological quality, investment experience, risk capacity, and market environment. 

Novice investors show more obvious loss aversion due to lack of experience and stronger fear of 

losses. Experienced investors can restrain it but can’t fully avoid its impact in extreme market 

fluctuations. Loss aversion affects investors’ decision – making in two ways: it makes them 

overly risk – averse, preferring low – risk, low – return assets and missing high – return 

opportunities; it also leads to irrational decisions like blind stop – loss and holding losses, 

reducing investment returns and even causing serious losses[7-9]. Therefore, understanding loss 

aversion’s characteristics and impact is the premise of optimizing the intelligent investment 

consultant strategy. 

2.2 Intelligent Investment Consultant 

Intelligent investment consultant, or robo – advisor, is a financial service model using AI, big 

data, and algorithm models to collect and analyze investors’ information and offer personalized 

investment advice and asset allocation services. Its core is the algorithm model, including asset 

allocation, risk assessment, and market prediction models. The working process has four steps: 

first, collect investors’ information like risk preference, investment goal, etc.; second, assess 

investors’ risk – bearing capacity and needs via the risk assessment model; third, generate 

personalized investment portfolios with stocks, bonds, etc. according to the asset allocation 

model; fourth, adjust the portfolio dynamically based on market and investor needs to meet 

expected goals. The development of intelligent investment consultants has gone through three 

stages: tThere are three stages: the initial, development, and mature stages. In the initial stage, 

intelligent investment consultants offered simple asset – allocation services via fixed algorithms, 

with single functions and low personalization[10]. In the development stage, as big data and AI 

technology improved, they focused on investors’ individual differences and adjusted portfolios 

according to market changes. In the mature stage, they will integrate more behavioral finance 

theories, consider the impact of investors’ behavioral biases on decision – making, and offer 

more humanized and personalized services. Currently, the industry is transitioning from the 

development to the mature stage, and strategy optimization based on behavioral biases like loss 

aversion is an important development direction. 

The core advantages of intelligent investment consultants are low cost, high efficiency, strong 

objectivity, and wide coverage. Compared with traditional manual consultants, they don’t 

require high fees, have a low investment threshold, and can serve small and medium investors. 

Also, they make decisions based on algorithm models. NS can avoid human emotions and 

subjective factors, being highly objective. Intelligent investment consultants can offer 24 – hour 

Internet – based services to a wide range of users. However, traditional intelligent investment 



4 
 

consultants have obvious defects, mainly ignoring investors’ behavioral biases. The strategy 

design is based on the “rational man” assumption, causing a mismatch between the 

recommended portfolio and investors’ actual decision – making[11-13]. 

2.3 The Relationship Between Loss Aversion and Intelligent Investment Consultant Strategy 

The core goal of the intelligent investment consultant strategy is to match the portfolio with 

investors’ risk preferences and goals to maximize returns under controllable risks. But loss 

aversion, a common behavioral bias, makes investors’ actual risk preferences deviate from 

stated ones, leading to the strategy failing to achieve the expected effect. For example, investors 

may claim to bear a certain loss when evaluating risk capacity, but panic and redeem when the 

portfolio incurs a small loss. Portfolios recommended by intelligent investment consultants 

aren’t held for long, so expected long – term returns can’t be achieved. The impact of loss 

aversion on intelligent investment consultant strategies is shown in three aspects. First, the risk 

assessment of investors is inaccurate. Traditional intelligent investment consultants use 

questionnaires to evaluate investors’ risk – bearing capacity. However, due to loss aversion, 

investors’ questionnaire answers may not reflect their actual capacity, causing the 

recommendation of either overly risky or overly conservative portfolios. Second, the asset 

allocation strategy is unsuitable. Traditional strategies are based on modern portfolio theory, 

which pursues maximum return at a given risk or minimum risk at a given return, but ignores 

the impact of loss aversion on investors’ acceptance of risk and return. For example, in the loss 

area, investors are risk – seeking, but traditional strategies recommend low – risk assets, not 

meeting investors’ psychological needs[14]. Third, the risk control mechanism is imperfect. 

Traditional intelligent investment consultants set fixed stop – loss and take – profit points, but 

due to loss aversion, investors may not follow these rules. Failure of risk control. Thus, the 

intelligent investment consultant strategy should consider the impact of loss aversion, optimize 

the design according to its characteristics. This makes the investment portfolio more in line with 

investors’ actual decision – making behavior, improves user acceptance and stickiness of the 

strategy, and finally maximizes investors’ investment returns. 

3. Current Situation and Defects of Intelligent Investment Consultant Strategy from the 

Perspective of Loss Aversion 

3.1 Current Situation of Intelligent Investment Consultant Strategy 

With the rapid development of the intelligent investment consultant industry, financial 

institutions and fintech companies have launched products like Ant Fortune’s “Zhima Fortune 

Management”, Tencent Finance’s “Tencent Zhitou”, and ICBC’s “Intelligent Investment 

Consultant”. These products vary in service objects, product types, and strategy design. Overall, 

current intelligent investment consultant strategies have the following characteristics: 
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First, risk assessment mainly uses questionnaires. Most evaluate investors’ risk – bearing 

capacity through online questionnaires about age, income, etc. Based on answers, investors are 

classified into different risk levels and corresponding portfolios are recommended. 

Second, asset allocation is based on modern portfolio theory. Traditional strategies build on this 

theory, selecting low – correlated assets to form portfolios for risk diversification and return 

improvement. Common models include mean – variance and Black – Litterman, but they ignore 

behavioral biases. 

Third, the risk control mechanism is simple. Most set fixed stop – loss and take – profit points 

according to investors’ risk levels and adjust portfolios when the set values are reached. 

However, it can’t adapt to changes in investors’ psychology and the market. 

Fourth, investor education is insufficient. Most focus on investment advice and asset allocation, 

ignoring guiding investors to understand risks and restrain behavioral biases, which affects 

strategy effectiveness. 

3.2 Defects of Intelligent Investment Consultant Strategy in Dealing with Loss Aversion 

Although the current strategy has achieved some results, from the perspective of loss aversion, 

there are obvious defects: 

First, the risk assessment method is inaccurate as it doesn’t consider loss aversion. 

Questionnaire – based assessments may not reflect investors’ actual risk – bearing capacity 

under loss aversion, leading to mismatched portfolio recommendations. 

Second, the asset allocation strategy is not humanized. It is based on the rational – man 

assumption, ignoring investors’ psychological needs under loss aversion. It also doesn’t adjust 

according to changes in loss – aversion degree. 

Third, the risk control mechanism is rigid. Fixed stop – loss and take – profit points can’t account 

for the impact of loss aversion on investors’ decisions, failing to guide rational decisions and 

reduce negative impacts. 

Fourth, the lack of effective investor education means investors can’t restrain loss aversion. 

Most intelligent investment consultants don’t provide targeted guidance, causing investors to 

make irrational decisions even with reasonable portfolio recommendations. 

4. Strategy Optimization of Intelligent Investment Consultant from the Perspective of Loss 

Aversion 

In view of the defects of the traditional intelligent investment consultant strategy in dealing 

with loss aversion, this paper puts forward targeted optimization schemes from four aspects: 

investor portrait construction, asset allocation strategy, risk control mechanism and investor 
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education, so as to make the intelligent investment consultant strategy more in line with the 

behavioral characteristics of investors, reduce the negative impact of loss aversion, and improve 

the effectiveness of the strategy. 

4.1 Optimize Investor Portrait Construction and Accurately Evaluate Risk Bearing Capacity 

The accurate construction of investor portrait is the premise of optimizing the intelligent 

investment consultant strategy. Traditional investor portraits are mainly based on demographic 

characteristics and questionnaire information, which cannot reflect the impact of loss aversion 

on investors’ risk bearing capacity. Therefore, it is necessary to optimize the investor portrait 

construction method, integrate the loss aversion degree of investors into the portrait system, 

and accurately evaluate the actual risk bearing capacity of investors. 

First, expand the information collection scope. On the basis of the original demographic 

characteristics and questionnaire information, collect investors’ historical investment behavior 

data, including transaction records, holding time, stop-loss and take-profit behavior, etc. 

Through the analysis of historical investment behavior data, we can judge the loss aversion 

degree of investors. For example, investors who often redeem when suffering a small loss have 

a high degree of loss aversion; investors who can hold loss-making assets for a long time have a 

low degree of loss aversion[15]. 

Second, establish a loss aversion evaluation index system. Based on the prospect theory, 

establish a set of loss aversion evaluation indexes, including loss aversion coefficient, risk 

perception degree, decision-making delay time, etc. The loss aversion coefficient is used to 

measure the relative intensity of investors’ pain caused by losses and pleasure caused by gains; 

the risk perception degree is used to measure the sensitivity of investors to investment risks; 

the decision-making delay time is used to measure the rationality of investors’ decision-making 

when facing gains and losses. Through these indexes, the loss aversion degree of investors can 

be quantitatively evaluated. 

Third, build a dynamic investor portrait. The loss aversion degree of investors is not fixed, but 

will change with the changes of investment experience, market environment and psychological 

state. Therefore, it is necessary to establish a dynamic investor portrait, update the investor’s 

information and loss aversion degree in real time, and adjust the investment strategy 

accordingly. For example, with the increase of investment experience, the loss aversion degree 

of investors may decrease; in the market downturn, the loss aversion degree of investors may 

increase. 

4.2 Optimize Asset Allocation Strategy and Adapt to Investors’ Behavioral Characteristics 

The asset allocation strategy is the core of the intelligent investment consultant strategy. To 

optimize the asset allocation strategy from the perspective of loss aversion, it is necessary to 
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combine the characteristics of loss aversion, adjust the asset allocation ratio and portfolio 

structure, so as to reduce the negative impact of loss aversion on investors’ decision-making 

and improve the acceptance of the investment portfolio by investors. 

First, adopt a dynamic asset allocation strategy based on loss aversion degree. According to the 

loss aversion degree of investors, adjust the asset allocation ratio dynamically. For investors with 

high loss aversion, increase the proportion of low-risk assets (such as bonds, money market 

funds) in the investment portfolio, reduce the proportion of high-risk assets (such as stocks, 

equity funds), and reduce the volatility of the investment portfolio, so as to reduce the 

probability of investors facing losses; for investors with low loss aversion, appropriately increase 

the proportion of high-risk assets, so as to improve the expected return of the investment 

portfolio. At the same time, adjust the asset allocation ratio according to the changes of market 

environment. In the market upturn, increase the proportion of high-risk assets; in the market 

downturn, increase the proportion of low-risk assets, so as to reduce the impact of market 

fluctuations on the investment portfolio. 

Second, design a “loss control” oriented portfolio structure. In view of the psychological 

characteristics of investors who are afraid of losses, design a portfolio structure that focuses on 

loss control. For example, adopt the “core-satellite” portfolio structure: the core part is 

composed of low-risk assets, which is used to ensure the stability of the portfolio and reduce 

the probability of large losses; the satellite part is composed of high-risk assets, which is used to 

improve the expected return of the portfolio. The proportion of the core part and the satellite 

part is determined according to the loss aversion degree of investors. For investors with high 

loss aversion, the proportion of the core part is higher; for investors with low loss aversion, the 

proportion of the satellite part is higher. 

Third, introduce the concept of “reference point” in the prospect theory into the asset 

allocation strategy. The reference point is the standard for investors to evaluate gains and 

losses. By setting a reasonable reference point, we can guide investors to correctly view gains 

and losses and reduce the impact of loss aversion. For example, set the reference point as the 

initial investment amount or the expected return of the investment portfolio. When the 

investment portfolio’s return is higher than the reference point, guide investors to hold it for a 

long time; when the return is lower than the reference point, guide investors to make rational 

decisions according to the market situation, instead of panicking and redeeming. 

4.3 Optimize Risk Control Mechanism and Guide Rational Decision-Making 

The risk control mechanism is an important guarantee for the smooth implementation of the 

intelligent investment consultant strategy. To optimize the risk control mechanism from the 

perspective of loss aversion, it is necessary to break the rigid stop-loss and take-profit mode, 
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design a flexible risk control mechanism that adapts to the characteristics of loss aversion, and 

guide investors to make rational decisions. 

First, adopt a dynamic stop-loss and take-profit mechanism based on loss aversion degree. 

Instead of setting fixed stop-loss and take-profit points, set dynamic stop-loss and take-profit 

points according to the loss aversion degree of investors and the changes of market 

environment. For example, for investors with high loss aversion, set a lower stop-loss point and 

a lower take-profit point, so as to reduce the loss of investors and lock in profits in time; for 

investors with low loss aversion, set a higher stop-loss point and a higher take-profit point, so as 

to give the investment portfolio more room for appreciation. At the same time, adjust the stop-

loss and take-profit points in real time according to the market fluctuations. In the market with 

high volatility, reduce the stop-loss and take-profit points; in the market with low volatility, 

increase the stop-loss and take-profit points. 

Second, introduce the “loss buffer” mechanism. Set a certain loss buffer range for the 

investment portfolio. When the loss of the investment portfolio is within the buffer range, the 

intelligent investment consultant will not send a stop-loss reminder, but will guide investors to 

view the market situation rationally and avoid blind stop-loss caused by loss aversion. When the 

loss exceeds the buffer range, the intelligent investment consultant will send a risk reminder 

and provide corresponding adjustment suggestions. The size of the loss buffer range is 

determined according to the loss aversion degree of investors. For investors with high loss 

aversion, the buffer range is smaller; for investors with low loss aversion, the buffer range is 

larger. 

Third, establish a risk early warning mechanism. Through big data and artificial intelligence 

technology, monitor the market environment and the operation status of the investment 

portfolio in real time, and predict the potential risks. When the risk of the investment portfolio 

exceeds the set threshold, send a risk early warning to investors in time, and provide 

corresponding risk control suggestions. At the same time, explain the causes of the risk and the 

possible impact to investors, help investors correctly understand the risk, and reduce the panic 

caused by loss aversion. 

4.4 Strengthen Investor Education and Help Investors Restrain Loss Aversion 

Investor education is an important means to reduce the negative impact of loss aversion. By 

strengthening investor education, we can help investors correctly understand loss aversion, 

master the methods of restraining loss aversion, and improve their rational decision-making 

ability. 

First, carry out targeted education on loss aversion. Through articles, videos, live broadcasts and 

other forms, popularize the relevant knowledge of loss aversion, including the concept, 
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performance and impact of loss aversion, so that investors can recognize their own loss aversion 

behavior. At the same time, provide practical methods to restrain loss aversion, such as setting 

investment goals in advance, adhering to long-term investment, diversifying investment and so 

on. 

Second, carry out simulation investment training. Provide simulation investment platforms for 

investors, let investors experience the impact of loss aversion on investment decisions in the 

simulation environment, and help investors master the skills of dealing with loss aversion. For 

example, in the simulation investment process, when the investment portfolio suffers a loss, 

guide investors to analyze the market situation rationally, instead of making blind stop-loss 

decisions. Through repeated simulation training, improve investors’ ability to restrain loss 

aversion. 

Third, establish a communication and interaction mechanism. Establish a communication 

platform between investors and intelligent investment consultants, and between investors and 

other investors. Investors can ask questions about loss aversion and investment decisions on the 

platform, and the intelligent investment consultant will provide professional answers and 

guidance. At the same time, investors can share their investment experience and feelings, learn 

from each other, and jointly improve their rational decision-making ability. 

5. Empirical Analysis 

To verify the effectiveness of the intelligent investment consultant strategy optimized from the 

perspective of loss aversion, this paper selects 200 investors as the research objects, and divides 

them into two groups: the experimental group and the control group. The experimental group 

adopts the optimized intelligent investment consultant strategy, and the control group adopts 

the traditional intelligent investment consultant strategy. The experiment period is 12 months, 

and the investment performance and user satisfaction of the two groups are compared and 

analyzed. 

5.1 Experimental Design 

First, select the research objects. Select 200 investors from a certain financial technology 

platform, including 100 novice investors and 100 experienced investors. The investors are 

randomly divided into the experimental group and the control group, with 100 investors in each 

group. The two groups of investors have no significant differences in age, income, investment 

experience, risk preference and other aspects, ensuring the comparability of the experiment. 

Second, determine the investment strategy. The control group adopts the traditional intelligent 

investment consultant strategy, which mainly evaluates the risk bearing capacity of investors 

through questionnaires, adopts the mean-variance model for asset allocation, and sets fixed 

stop-loss and take-profit points. The experimental group adopts the optimized intelligent 
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investment consultant strategy proposed in this paper, including optimizing the investor 

portrait, adopting dynamic asset allocation, flexible risk control mechanism and strengthening 

investor education. 

Third, set the experimental indicators. The experimental indicators mainly include two aspects: 

investment performance and user satisfaction. The investment performance indicators include 

average return rate, maximum drawdown, win rate and other indicators; the user satisfaction 

indicators include the satisfaction with the investment strategy, the satisfaction with the risk 

control mechanism, the satisfaction with the investor education and other indicators. The user 

satisfaction is evaluated by a 5-point scale, with 5 points being very satisfied, 4 points being 

satisfied, 3 points being general, 2 points being dissatisfied, and 1 point being very dissatisfied. 

 


