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ABSTRACT

ABSTRACT

Manageria overconfidence theory, as one of the most important theories about
corporate finance, has been made ground-breaking researches and tries by domestic
and foreign scholars. But it is still on the initial stage and the results are relatively
limited. At the same time, the empirical studies are far behind the theoretical research.
This paper, based on the behavior financial theory, tries to study the relationship
between managerial overconfidence and corporate financial behavior, by relaxing the
assumption of rational managers. Through the study, we expect to enrich the resultsin

managerial overconfidence field, and provide useful lessons to management practices.

From the perspectives of investment and debt financing, this paper makes an
empirical study of the impact that manageria overconfidence on their financial
behavior. The origina sample is from the 2001-2006 annual data of the listed
companies in China, and the degree of managerial overconfidence is measured by the
entrepreneurs confidence index from National Statistics Bureau. Finally it comes to
the following conclusions: On one hand, there is a positive correlation between
managerial overconfidence and the level of corporate over-investment, especialy
when the cash flow is sufficient. On the other hand, there is a significant positive
correlation between managerial overconfidence and the level of corporate liabilities
lever, especially when the cash flow is insufficient. And the results also show that the
overconfident managers preferred long-term liabilities.

It has great theoretical significance that this paper enriches the research resultsin
managerial overconfidence and related fields. In addition, the paper also puts forward
specific policy recommendations. First, establish an effective mechanism to balance
the level of managerial overconfidence. Second, establish a scientific and rational
system to assess the investment projects and strengthen the corporate earnings
management. Third, improve the company governance structure and the shares
allocation. Fourth, establish and improve the salary incentives. Fifth, further improve
the capital market mechanism. Sixth, strengthen the government regulatory. With the
above recommendations, it is hoped that companies can promote efficient business
operations and improve enterprise value, by establishing effective mechanisms to

avoid the overconfidence managers to take negative financial behavior.

Key Words. Managerial overconfidence; Over-investment; Liabilities level



H X

TR 1
1.1 JEBR S B EIEEIRE o ooeeereerrrrrrerrsssssssmmsssssssssssssssssssssssssssssssssssssssssssssseeeses 1
1.2 FFTREE ML ERRGTTIIE corrrrrrrrrrrereessssss st 3

Lo 2.1 HIFGUTE N oo s 3

1. 2.2 HFGUTTIE o e 4

1.3 SRR IS, - eeeeeseesssssess e 4
1.4 HARHEETFZTHEZD oo 5
Lo 1 PIEEZHE oo sssssssssssssss e 5

Lo 4 2 TFFTHELE oo 6

P & v, 7
2.1 BEINHZESTRRIEIRTE - ovvvveremseeseesesisessessisiene e 7
2.2 EPIHEZESTER BRI -ovvvvvrsereemmsionmsniinsssionssssssssssssss s ssssssssssssssssssnnes 10

R DT o0A 319 & S [T g N F 14
ORI =5 e O R = R ISR UREE - - O 14
3.2 EBIRET IS S EIRERIIE v esrresssss s e 16

F LA 20
B. 1 TTFGTITAT oovvvrrvrereesrsessssessssssssssssssssssssssssssssssss s 20
A1, 1 BEZSTEER oo 20

4.1, BEEETE NGB B oo sssssssssssssssssssssssssssssss s 21

4, 1.3 BERUPZTE o s 28

4.2 ERERE RS IERFTITIERRIE oo )
4. 2.1 BEBEIIHEIRPELETE o ororersrrrrsreeeeeeeeessssssssssssssssssssssssssssssssssssssssssssssss s 0

4, 2.2 AFEEIRIHIEME ST covvereesmerresesssssisssss s 33

4.92.3 RETYB]TLE B JL AP coovveevereresessmmseeessssssssssssssssssssse st 34

4, 2.4 FEABTERTIE - vovvevrererreeeeeee s 37

4.3 EEETEARBSRGRFTAITIERIT 39
4.3.1 BEEHIREIRMEZETE oo 39



BRI I AL 5 AW 55 AT I SR

4,.3.2 BRI TR P T e
4,3.3 BERIEITEETR L AP HT oveveerrreeeess s
4. 3.4 FRABTEREIE - voveerereererermree s



CONTENTS

CONTENTS

Chapter T = - o= PSS 1
1.1 Topics BACKGrOUND @NM | SSUES: ++r-veesssssserrsesssssenssesssssssssssssssesssssssssssssesssnns 1

1.2 Research Significance and M ethods: e 3
1.2.1 RESEAICH SIGNITiCANCE: ++rrereessssseressessssssesssissssssssessssssessssness 3

1.2.2 RESEAICH IMELNOUS --++-vrereereserseresessessessssessssssessesssssssesssssssesssssssessessesissessisnnsinnens 4

1.3 CONEETDULTIONS +erereererereeresssseeseesssssseessssssesssesssasse s ssssessessssessessessss st e s sassesiessnsassesssnses 4
1.4 Arrangement and FramEWOT K -« rrereeesssssesssssssssssisssssiessis s 5
1.4.1 CONENE ATTANGEMEN -++++11rerereesssssseressesssssssesssssss s sinsss e sssssss 5

1.4.2 RESEAICH FLAMEWOTK ++ereeereerrereensseeeesiseseeisseesitesssssessesissessessssassessessssessessssssns 6
Chapter2 Literature ReVIEW i 7
2.1 REVIEW Of FOr@ign lIteF QU@ -+ esreerresseesiisssiiserssssseesssssssssssssssssssss 7
2.2 REVIEW Of DOMESLIC [IEEF GLUT @-+vsvvrvvrerivrrrerivsasseresissessesesssssesesssssssessssssessssssessesans 10
Chapter3 Theoretical Analysis and Research Assumptions...........c.... 14
3.1 Managerial Overconfidence and OVer-inVeStMENt - ereeessssereeeeessnnns 14
3.2 Managerial Overconfidence and Liabilities [@Vel e, 16
Chapter4 Empirical Analysis ................................................................................. 20
4.1 SUAY DESIGN +1+1eeeeeeseessssssssssssssssssseessssss s 20
4.1.1 SAMPIE SEIECH ON +++rvvvvvevessssssseesesssesssssssssssssssss s 20

4.1.2 Variables Definition and M eaSUrEMENt- - rrererneseressessesesessesseseenas 21

A. 1.3 IMOTE] SEE-wvevreererereereiniseeeississie ettt sttt ettt snsensenas 28

4.2 Managerial Overconfidence and Over-investment Empirical Test - 32
4.2.1 Descriptive Statistics Of Variabl @S -« rrerreeeesssrssssssessssee 32

4.2.2 Relevance ANaAlYSiS OF Variahl @S «------esssrereerveveesssssssssieissss 33

4.2.3 Regression Results and Analysis of MOl - reeesrreeseereennenieennns 34

4.2 SEDIIILY TESE:++ereereeesssssreresesssssssesssssssss s s 37

4.3 Managerial Overconfidence and Liabilitieslevel Empirical Test - veeeeeee. 39
4.3.1 Descriptive Statistics Of Variabl @S -« rrerreeeessrsssssesssse 39

4.3.2 Relevance ANalysiS O Varial @S:«-----ereeereeeessnissssssiessss 40

4.3.3 Regression Results and Analysis of MOl - reeesrreesneeeessnseieennns 41

4.3.4 SEDIlitY TESE:++++ssrrerrereeeeessssssssssssesssssssssssssssssssssssssss s 48



BRI I AL 5 AW 55 AT I SR

Chapter5  Conclusion and OULIOOK - rrsresesorsosiesesoriesesore 52
5.1 CONClUSIONS AN INSPIFALION ++rrrereerevsessssssssssssesssssssissssssssssssssss 52
5.2 POliCy RECOMMENUALIONS «++vvvvreersererrsssssssssssssssssssssssssssssssssssssssssss 53
5.3 Sudy Limitations and FULUF € PrOSPECES - -reeserreeemsreiiesiiseriisseiiesios 54

REFEI ENICE - esrrervvvveeeeeeeeeseseseeeessseeeeee e eessssseee e eessssseeee e esssseseeee e eeessseee 56

ACKNOWIEAGEMENTS oottt 59

Vi



1 458

1 &g

1.1 BB R K ARG

20t Z8B0MEAR LA, KAV I 45 TR SRAT A IR 20 & JESTAR DL “ BRI 0%
N7 BB ARG 7 55 BB IR 2 1, EJRAR 200N BE o8 A R I
S5 USRI BT RS A AT O o B BRSO B E AT ST 20 A
TOFAR LKA WIS R g, — 2823 n) “ VR 5 N7 BT TR IE, 2
1T AR AR R, BRI R SRAT 9 AN 78 A S B ERE N
AT PR SRAT A2 BN GRS (IR B, 1T HL2 5 52 31 3000 B 35 (1 50,
[Fi] 30 T RS2 15K A PR BE (AN P T

AT\ W45 BRSO T3 A e P i “BEVEZSBE N7 4 TPk, SIANT#
FEF AR BRI, A INTEE AR S S IR, AR ERE
O ARBAUH ER IR RE . 2B R CHEE R B N BRI 45
DT AR R ROR, W B AT 1 2 5 8 ot AR e A H
(K1, RSl I S R SRAT AR Ak 5 BR IR RS

RO BLEERETN A 35 1AMt B3RO AL, B A
CLIIRIFIRE J) FIWTAI sk & B4 15 EOd B B, il B CseDh B 5 R AL
MG BT YE . NOR R AE N, JEXIL B S AR e e B B A5 . OB
F AT GO R IRAT — SO AR 5 B B AR, SRk AR
by DERSER BT LRI, RN BRI A ORI sk rh 4y
LFAERL S A G HEIE . Griffin F1 Tversky (1992) B TAE [R125 v 25 1) b 55 TR sfi
(U, 0 T 4 . Kunda (1987) A g AT 47 s e 2E A0 H
IR TR G EREER, LA T AU I BE LS AN S R AR
W o ATSA AT LR AT R 1 B RVP, ARk B CIEE ) ATk
SO LA N TG o 3 B ELAR I AT AT AT 5 B W IS i 50K B R o0l )
P, JCHARABA I — T g L, XA &5 SR SR AR, AR sl B A U O
P A X R 25 S (K /E ] . Daniel, Hirshleifer #1 Subrahmanyam (1998) i\ 4
W F 28 A QR AR T B AR HERR RIS B8, X R B BRI 2=
SRS B AL . 1B BRI ARSI, 2 Bl T S R | AV

1



BRI I AL 5 AW 55 AT I SR

W5, CHASE AT S H O AR NES—BIE R, JH6m TS
FEHAG IR, 1 20 AR AR S IE B I AELTF— AR
7 [ RO PR IEZ —

HEAL, BEEE R T EA TR T R A AE e I A AR 4, X T B
ki, WJE AU E. Flan, KiddfiMorgan (1969) WFFTAIL, HL 4l
B — AT AR P B A5 LT R, AR A T IR T — @ ik B A
5. LarwoodMIWhittaker (1977) X 23w i () — MEARBEATIT ST, 4 R
A0S 2 7] 2238 B I TR AN DI S b, AFFEARORRR L 1 ) . Langer (1975).
Weinstein (1980) LA Marchfl1Shapira (1987) LRI, EFF THREIH
CEO, HIReAAEs LI v, H/™ BARA B I H R v RErE, St — R G 4F
WH U S, XA LR e R N[ % . Cooper, Woo Al
Dunkelberg (1988) TR, Al Z s wfl Hpe vt i H s ot v se vk, Bk
PLHEIGH R o AT D02 [ b i 1 2 o, GIND AL ZEAT A R Al
Dyt L A759%, 1 H CLBDl I % 5 1681%,  Herh AT 11901 A A A
AL B LR 4 100%, T AR H Ot AR 4 1000%6H ) ik 33%, 1H 2 )5
BERF N R I, IR 2 A AT 6% LN SR 1 2R o 3 1 B BV A A T
AL A5 08, RussoffiSchoemaker (1992) & 8L, 99%LL I {4 #EA
AR R S NN I EZ0= s A R ba |41 i Sl s A IO K (RR A &8 (T T S e R ol &=
ZE L. CamererfliLovallo (1999) [WSEEGAHFTH LN, AV F WA H
(K1t g e T sE 40t T, X 8 CRe )i B AAE S8 S0d 2 gt AR
a4, MRES R EOL 2 IS
(VA B R B AR R 0 TS0t N o L b P X S B Dy T
JUAD5 T s AP I R A S 2R, SR B R AR 8 AN e 11 B0 R
AR IR G AT RO AR 7 3008 AT T A AR R P i R 2 B 5 g = A
LR FAE s AT A7 AEAR L5, RPAATTAEAE SRt 18 A T m] DA sl g 43 5 ek
JE A, AL ZE T 3k 2 B B (Pl 2 s AATHET NS H SR 28
ARG FHAE B A S IR A, AP A B 1 AR 25 5 Al A 2 A
B, XA B O A T S A S 1 B

BE TR R S RN AT 2 2 wi) W 25 7 OO A BRI A0 i A 45 4
SRIRE, (RS T IR “IRE A N7 ik, R R A AE IR 54T

2



1 458

P BT o IR G = e pun A=k P A R A E 477 B UN i A &
T R AR IR B AS G A 2

AR SCHE TR B R A A AR SIS AU ) [ Py A i S OR BEA T R 4L
(Fom e, 3B A L il AU, TR B R B A S A 547 2 Ta)
KA, JFHA A E E 2w K58 Bl 26T SSERT ST, LU 4508 24 =) 55
Mt g, JF B SEUERFIT ST e F & A2 USSR « [, A3
WFTUE M 2 ) W 55 PRSI R ELER I T — AN AL AT, D S S PR 2 v W 5%
170, 583G A w55 TR SR R i BEBLISE 0L A A

1.2 AREXEMRRAE

1.2.1 fIRnE=X

AT 55 B DXl , (H2 )8 A5 B AT AT 08 24wl 55 BRI
BTy, FISRHIWEIEEA A, A2 & Rt ARSI A I ans i 2R
B BAEHAR S A~ F I 5547 0 S A R TIR AT, 10 Y 223806 T 4
ST RINIDT G, JSERE D, A TR B, BEAh, A T80 1Ak
BEVEAT B B IR BT 001 M 5 R SR M IO R SR AR 2, BT
guktoria, R AEEIRERE AR, U0 A I ER
Bt (PR, 20050, I AEASRIIESEH, Sl s S3ae ey e ey, st
JRB,  —J5 i O T B R AR R EAR I TR RIE AR AR e Sy T,
X R R A N SO R ARAAE S I N HE . ASCRE S TR WA AT
METE R, Tl WS SCRR AR, SRS BEE WL AME 5 A 554104 2 1A
KA, SRR EORIEAT 2 (2l T8I PR 5 SO, DUA AT
AR, A AR BT I I BRI [F, AR T E R A R S
B AT, DU [ A RS PSR B 5 T ST . DA, ASCiiat
BELE ARERMEX A B LA R A A w SRR S B ook, BT e I ER
X

[, JE T B BT A w i, s R A S AR 55 AT
SKUEWTFT, XA S B AR SR SE B 3o — T 1T, FRATTAT DAFE T SRS 4
R B AR LB RS 0T 2 A W 55 B SRAT D, 1 SRR 1



BRI I AL 5 AW 55 AT I SR

HAH ML, 53— T, WEeT, JATRTEAA AT M 55 B e v ig B i
FEBAFRAE, RECE B, AR00 T NGE A m B, SR A m . mIe
BRI A5 S 22wl (0 55 R AAT N IXFPARERPE D SR (A7 AR, ARl REASS
A R AR, DL, BATR AR TSRS, R A A BB H PG 2
VR A F B R o w RS A A LR B I b S T, AT
Wy BEPER IS B e, DUHBL—RRbE . mRitdr s, (et dnbm oz s, 32
A E . X BB, AR E B AR i B, il T
DA FEAT KT 2 AR, M BEE N AfE 5 A 54T A K REAT
SCURR R, AT e SRR

1.2.2 A AE

ASSOR Y BRE VR HE S (1 R AT AN 22 6 A o 26 1) SIEUERIE AR 45 B (K53 o A
SCE SRR FE N SNSRI L EEE ISR BEA TR PRI, AT B T A SRS
K 5 R dRINT, RO “ERPEZRTE N MR, R L B A A
e 5L G A AT RSOl BT A ST, B HE G B
BB A S AN TR 2 IO I it S Ak Ao i 9 A AT
FAEFE, HARHES HVE BE N A S 5 AL A BR[O R« i R 5
P ts it/ N I S A LI =47 SR cial 1B S ab o ES M I ARSI NN ESSE v 6 P Ve
AR MR &, N [P IR, A e 2 A RE ST s, AN SR S5 2R, JF
BEATASR RS P E R I B 20 A o LI SRR ST, BIEAS ST S (B BE

1.3 IBXTHE A

AL oT R R AT AR LA I

G, ASCRAANEZ AR DR EO0 8 B B AR X T AR kAT i X,
I HF CEOFAH A 35 I A5 5 A0\l 5 U Hont 7 B i 1 BB REBE 20 ) i AT 48
A SCE TR, JFEATARSC IR IR K. DAL, ASCHEMI S IR 4ER, —F
ERRE K¢ E-puN- SR EFEu icp AN IUFL IR

FLUR, FEWTIAE PR R A S A b B 508 Z TSR AR I, A B I
FAR IR Y A, B TR I B e, AR R A0 238 T B R VA Al (¥ il J5
BEBAT AT oA T R, IFH R BT A R SEIERT . R, ASOR

4



1 458

bt BE B B A R R REAT T AU R

feJa, ASCRHI R E R A ml e g, 8O R A L,
RS SS T BE RS AR S A B 2 A R R R P AL A1
5 AV R GRS OR AR ST, AR SCAEARSCAA B IR T RE R b, 7800 2% 18 T 580 41t
DR DA 2, S SR AR 6 I [R5 B A (Al 15 T ANSg e IR 1 45
W, JFHHT TR . ARy, ASCE G AN ILEm Mo, X E L A5
5 AN 55 AT R IR ARRE P IT, IR 8] T IO Ziie . D, AR T
[ A EIZ SRS, T DU ARG IR, SR Ak ASBr KL

1.4 ARRHSHRER

1.4.1 AERH

A SO 24 ARG ST R 5 28, R TS AR T 22

FwBor: k. A SCIIE ST SRR WU B RFUTA.
ARSI DRk AR LA S IEIUESE

FERSy: SCERERIE . ATEE [ PYAMTSCSCERIFREAT PHE . X T A SRR,
AT 7 2, TR MNE BB T B4R AV Bt RS R R AN B
145 5 A b R 0 R SR 1) O AR XA T T3 A B VP I o X T R A R SR, 32
Xt B A R BN 22 1) U SCRREEAT [R5 PP ads

F=E s AR ST UBR IR o BT OCE S AR R B
FUAE R SCRRAER, — 71T, 45 A b B RSB AT OSCR, JEHR R %
MWETE R, BEATER 0T ST, PR T B I AME 5 Al 89t 2 1A
oG R E B J3—Jril g5 G Ak A TR BE M BEAT OOk, BEATEE M
5o P T B I A5 S AL BT RL B R R OC R .

VYR Iy SEUEM AT AR S =R T, BEATEEIT RO, BRIk
P WA R SCE BRI A 37 AR OGS R W o BEIM 3L T
WEGUTREAS, MRIEHIIUTE, KM SAS W55 BAF SRR, REATIRIA RS, JF
IIATIENAEE R . i SIS AR R e S B A R AT R A AR K

S A E R AR IR SCIIIE R IHUR R BOREE L
WFFE R BRAE LA SR Ja B R T 5 i B o 1 AR 55 DU &5 70 (R SR S5 2R, JF 4



BRI I AL 5 AW 55 AT I SR

A B A F ] A AT B T IR R AL IS, SRR RN, ARYEA
SRR RS, 2iE B CRIRETE R S A, AR R R EEAT B FEIT, I
XA S JE BRI U Hh R

1.4.2 #ARiESR

WRISOTI D IR SRR N A2, KA ST HESA b 224k,
1 PR

e &
I T T
| WL L ROL R dnk e R
o) SCHRZRIAR
B VST LW |
Sy B KBTI
s L
TSN G |
A [ SAEAH T
ki A b A
FEARERE - | AES > R tEg
gt g | g poe SRR
AU .1 o (o TR
CB | B R e BRI
pouie e b B DR L peen
D it 5
C GeRRR | BORE | BhUOR |

________________________________________________



Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways:

1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library.

2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.



http://etd.xmu.edu.cn/
http://etd.calis.edu.cn/
mailto:etd@xmu.edu.cn

