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Abstract : Based on data from China's A—share market from 2005 to 2025, this paper systematically examines the
existence of the beta anomaly and investigates the influence mechanism of investor lottery preference
on this anomaly from a behavioral finance perspective. By constructing Dimson-Vasicek adjusted beta
measures and lottery—type return variables (MAX), and employing portfolio analysis and time—series
regression methods, the study finds that a significant and robust beta anomaly exists in the Chinese stock
market. Portfolios with low beta consistently achieve positive excess returns unexplained by traditional
asset pricing models. Simultaneously, investors exhibit a significant preference for lottery—type stocks with
extreme positive return characteristics, which inflates their current prices and leads to overestimated future
returns. Further double—sorting analysis reveals a non—-monotonic interaction between lottery preference
and the beta anomaly, which is particularly pronounced in both the low and high lottery preference groups
but weaker in the middle groups. This indicates that while lottery preference is an important behavioral
mechanism affecting the anomaly, it is not the sole driving factor. This research provides empirical evidence
from an emerging market for behavioral asset pricing theory and offers insights for investment strategy
formulation and market regulation.
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