Vol. 3
Autumn 2022

Research Paper

I

Journal of Research in Budget and Finance ]

Managers' Overconfidence and Efficiency of Investment and
Financing Decisions

Ayatollah Ebrahimi * | Mohammad Selagi ? | Armin Vojudi Nobakht * | Seyyed Majid Mousavi *

Abstract
Overconfident managers tend to overinvest, and their overconfident behavior is
more sensitive to cash flows generated from financing activities. Possessing the
characteristic of overconfidence in managers affects the way of identifying profit
and loss and the book value of assets and liabilities. Financing and investment
strategies are two basic strategies in the field of financial management of a

Oﬁicp?i'l"fgzzz company that the manager must make a decision about. Therefore, the aim of the
A current research is to examine the relatloqshlp bgtween mtgrna! financing,
05 July 2022 managers' overconfidence and investment efficiency in companies listed on the
PP: 137-167 Tehran Stock Exchange. Multiple linear regression model based on panel data has

been used to test research hypotheses. The result of the investigation of 140
companies of Tehran Stock Exchange during the period of 1392 to 1398 indicates
that there is a positive and significant relationship between investment efficiency
and managers' overconfidence and internal financing. In fact, when managers
were overconfident, there was less overinvestment. In addition, the research
findings indicate that there is no significant relationship between managers'
overconfidence and underinvestment
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