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Abstract:

This study investigates the relationship between managerial overconfidence
and asymmetric cost behavior and the effect of corporate governance on
this relationship. Using a sample of non-financial companies listed on
Egyptian stock exchange over the period from 2010 to 2018, with 954
firm—year observations.

The results show a significant positive relationship between managerial

overconfidence and asymmetric cost behavior. In order to test the
moderation effect of corporate governance on the relationship between
asymmetric cost behavior and managerial overconfidence, the study sample
was divided into two groups based on corporate governance index. In
general, the results suggest that the corporate governance moderates the
relationship between managerial overconfidence and asymmetric cost
behavior.

The results also show a significant positive relationship between
managerial overconfidence and asymmetric cost behavior in companies
with weak corporate governance, while there is no relationship between
managerial overconfidence and asymmetric cost behavior in companies
with strong corporate governance.

Keywords: Managerial overconfidence; asymmetric cost behavior; cost
stickiness, corporate governance
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Ogmum bliy) ddsuan :(9) b o

LCS*CONF | LCS*SUC | LCS*FCF | LCS*ASINT | DLCS*CONF | DLCS*SUC | DLCS*FCF | DLCS*ASI | ASI FCF | SUC | CONF | DLCS | DUM | LCS | LCOP @ pisal)
1 LOP
1 0.7170
*0.000 LCS
1| 0.435- 0.575-
*0.000 |  *0.000 DUM

1 | 0.420- | 0.6393 0.563-

#0.000 | *0.000 |  *0.000 DLCS

1 | 0.0445 | 0.085- | 0.0245 0.0388

0.1337 | *0.003 | 0.4098 0.1914 CONF

1| 0.0326 | 0.1300 | 0.230- | 0.1327 0.142
0.272 | #0.000 | *0.000 | *0.000 |  *0.000 suc
1| 0.034- | 02724 | 0.087 | 0.103- | 0.022 0.022 FCF
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0.242 *0.000 | *0.003 | *0.000 0.458 0.445
1| 0.216- 0.057- 0.060- | 0.269- | 0.2236 | 0.174- 0.156-
*0.000 | ***0.05 | **0.042 | *0.000 | *0.000 | *0.000 *0.000 ASI
1 0.3694- | 0.0914 0.1070 0.0333 | 0.6612 | 0.281- 0.534 0.391

#0.000 | *0.002 | *0.003 | 0.2622 | *0.000 | *0.000 | *0.000 | *0.000 | DLCS*ASI

1 0.305- 0.075 | 0.227- 0.007 0.070- | 0.235- | 0.013- | 0.128- 0.031-

*0.000 | **0.011 | *0.000 | 0.806 | **0.017 | *0.000 | 0.655 | *0.000 | ***0.085 | DLCS*FCF

1 0.213- 0.784 0.242- | 0.0821 0.048- 0.0412 | 0.7408 | 0.392- 0.600 0.525
*0.000 *0.000 *0.000 | *0.005 0.1029 0.1654 | *0.000 | *0.000 | *0.000 *0.000 | DLCS*SUC
0.6092 0.0302 0.493 0.162- | 0.0012 0.080 0.179- 0.633 | 0.263- 0.404 0.340
*0.000 0.3092 *0.000 *0.000 | 0.9726 *0.007 *0.000 | *0.000 | *0.000 | *0.000 *0.000 | DLCS*CONF
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LCS*CONF | LCS*SUC | LCS*FCF | LCS*ASINT | DLCS*CONF | DLCS*SUC | DLCS*FCF | DLCS*ASI | Asl FCF | SUC | CONF | DLCS | DUM |LCS | LCOP A
1 0.3438 0.5452 0.201- 0.6811 0.157- | 0.0293 0.0926 0.004 0.597 | 0.248- 0.750 0.454
*0.000 *0.000 *0.000 *0.000 *0.000 | 0.3239 | *0.001 0.891 | *0.000 | *0.000 | *0.000 *0.000 | LCS*ASINT
1 0.1525- 0.0324 0.1047- 0.5937 0.1657- 0.0149- | 0.0188 | 0.0219 0.0252 | 0.116- | 0.062- | 0.068- 0.0471
*0.000 0.2753 *0.000 *0.000 *0.000 0.6150 | 0.5256 | 0.4608 | 0.3951 | *0.000 | **0.03 | **0.02 0.1128 LCS*FCF
1 0.060- 0.7234 0.3821 0.6189 0.111- 0.7403 0.154- | 0.0173 | 0.0304 | 0.0212 | 0.5930 | 0.417- | 0.6819 0.6960
**0.041 *0.000 *0.000 *0.000 *0.000 *0.000 *0.000 | 0.5607 | 0.3062 | 0.4755 | *0.000 | *0.000 | *0.000 *0.000 LCS*SUC
1 0.6567 0.0936 0.5405 0.5869 0.3920 0.0185 0.3121 0.135- | 0.0274 | 0.0850 | 0.1251 | 0.4097 | 0.292- | 0.6638 0.4249
*0.000 *0.001 *0.000 *0.000 *0.000 0.5331 *0.000 *0.000 | 0.3561 | *0.004 | *0.000 | *0.000 | *0.000 | *0.000 *0.000 | LCS*CONF
10l G
st il b Ly piaa Clasal B ) g Jsual) AitiS golis | L CS*AS Rl AN (ke el | OP
sl el A Lg e Clasaal) (B il g Bal) i) cliéa) Jelis | DLCS*FCF Glagall Y aaal) ai)Esl [ 0
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st il b Ly piaa Clasal (B ) g Clasal B4l b ool gelis | DLCS*SUC " Ay sy ¢ Slagsall alisdl gl B (1)L oay % | DUM
sl sl (b Ligpan sl B il e Ajial) d)\y) 428 Jelis | DL CS*CONF oasll il g Clagsal) 3 el a3l Jelis | DLCS
lagaall (b ) g Jgea¥) S Jolis || CSHASINT Oustall Abjhal) 4yl A | CONF

Glasaall B il aa Bal) Ladil) clidal Jels | | CS*FCF Glaal) 5ab5 b slasall zlas | UG

clagsall B il ga il Balj &zl Jelss | ] CS*SUC Sal) doagil) cladast) FCF

Glasall b paill ae Ajial) 4)3y) AN Jolis | | CS*CONF Ll et dilis | A

%5 digira Sl 25 (Syina BLLY) (**) %1 disina (gyinns i gyina by | (%)

%10 dygina (Ssima tic (Gyina Jabii)y) (***)
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O gy Gl Chaiie aes o @OaT e (9) Jsts adde (gohail L g

Oo B LY Clalae paes US o s o el Gand) 6 UGG iy Y adll 2 1533Y)

Abaanll Callsill & el ' Aglad) Auhall o) el agee ) il X (0.8)

e D digine (ggine e ddajial) Aoy AR pe Layhag Lisine D 3535 ey " LOP

Pl e Ji Digine Ssine die Jpua) A aa Liginag ik A 2gag Gl %1

sina (grice vie Cilanall 8315 b slaial) #las e e Dk Ligine ADIe 35a4 ISy
Yol e 8

Jaady) Jalas il 3.2.6

oSa A gl zilaill e Fixed Effect Model  anlll @il z3gai iia
e Al bl o Dl LB Al 378 papes i b Lagead Lo slacy!
Cladajp by o Jol 53 o Ll b, Gl bl J8Y) Je AT S I
L Sall G

cadl bl Fixed Effect Model  anll cslil) #35ai dadle (e Shill
zisai " Lgahatin) el (SAY) Z3l G 4ty Alaliall Ldlas) L)lie el & ¢ )
ol ) Husman Test laal aladiul gils i cus (Fixed) z3se «(Random)
) Gllal) cllall Al sl £ 3gel dliadl ey L g2 (P Value< 0.0000) dad
@esai O Al e FoTest jlas) sladnud i i WS (Baltag, 2008
2l 3get dubiadl ey Lo a5 (P Value< 0.0000) das of ) (pool) s (Fixed)
. (Baltag,2008) dudlall cibilull dsyl)

AN Afad) Lo il Lslasy) edllasl) 1.3.2.6
Fixed Effect Model 4l il zigal aladialy jlasiy) Jalad milss =
Multiple Linear Regression Model aaidl Jadll jlaatVl z3sa addioy

Jeaall iially (bl CGlISH filaiel i Fald) wlal) el o ADkaD) LY
k) b slisal) o laty «Jpadl BES (0 SIS Zipaill (e e o Losdall b/ 4itl)
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Ll 7 3gal Augaill 5l 83Ul ADall Adaslin il yuxiaS sall Al iy el
FRN

di€an 3 Jundl le Jgmsll (Robust Standard Errors) sl axiie,
«Hoechle, 2007) sUasdd e I3 Lls )Yy ccnlylal) @ld aae lCae seh pe Ja
The ) ol anads Jeleey Alainl) ) 4dlaYU ((Holzhacker et al., 2015
e Slanl dilaill dacalall wlilad) sl e SEY (Variance Infalation Factor
g leuy) AlSia

Dty misad allae @i ol & 8L (VIF) ol aaai Jalaa (i

Bl ) Jalaall 138 dad Bl (apy Cum ¢ adll oY) agag il damiS Slasy)

dad aliadl ) Al A gk g el gy Aasyall dulaall sladlly i) ol
Aflaa) Diginall LS b Lesdiadd) Ligend) ()

o (VIF) dad ahibe chpsidl o adll zlsay) AlShe 35ng poe Yside Jhay

bl Z Il o ) i) cliagiy o pndll 35l Clpiie ge e (5Y (10) g

pia COlalaal dad ol o) Cus gplad g Aaiiie dupedil) g igall Chaiie Gn

il e cilagall 8 sl Jelin el cul€ sl z3saill b lgde Jpuand) 5 plal
(10) a8y Jganll DI (e Gl mrcags (Karg ¢(6.25) daptll Caly Cus et
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(VIF) &al clpiial ool adiat cdlalaa Jgaa :(10) o) Jgaa

VIF | i) @ psiadl | VIF | i) @) psial)
4.25 | prcs*ast | 6:25 LCS
I.I8 | pLcs*FcF | 5-77 DUM
531 | prLcs*suc | 5-62 DLCS
3.97 | pLcs*CcoNF | 1-36 CONF
423 | Lcs*AsINT | 160 sucC
148 | Lcs*FcF | 1110 FCF
6.02 Lcs*suc | 1-89 ASI
4-82 | LCS*CONF

b o)) zasadll diad 8 ddnal Jlaadl e olall z3sas pllan pai 2ug
«Anderson et al., 2003 z3sai e slacYl cllyy Aailiag Aiine Sl paia o diealy
((11) a8y Jsams dumg yrall o gbeall Jalatl) il yedal
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Ldasnl) Calell laiall s gl alid 7 agadl jlasi¥l Julad mili :(11) a8y Jsan
Fixed Effect Model 45l cpflil) ¢ dgad aladiob "dilal) dupall die Ao

DY) COlalaa digina sy Baady) chlalea | Alficeal) cfyiiall
Slaal)
ig) Ay g Lo
(Sig) Al cisiuna | (T)e Robust
.Std.Error
*+%(.000 5.43 | 0.00256 0.01389 | BO|  aaiy) culs
**+0.000 17.57 [ 0.10413 | 1.82957| Al LCS
*+%0.000 8.47 | 0.0366 | 031053-) f2 DUM
*%%0.000 7.04 | 0.04680 | 0.32949-| B3 DLCS

(Sig<0.01) s %1 :\:Lyu (Soiua dis Al)y *

**#%0.000 = (F) JLas) s 954 = clalial) e

il bl Jlasy) dsdll DA e o)l Snll zigar allae i sy
sl e bl celay Fixed Effect Model sl il s alaiuly JaIL
(12) &) o (B (g yadl
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o= Fixed Effect Model zagai alaaials jlassy) st 28l 1(12) o8 Jsas
"Gl gbes 8 Ll pae’ il urialy " ALl Ayl 2B Jied) il

a3y COlalaa digina (] Blaady) chlalee | Alficeal) cfysiall
(Sig) AN ggis | (T)dai | B
Robust
.Std.Error
***0.0008 3.3659 | 0.021785 [ 0.073327 | PO iyl el
**%0.0021 14.40 | 0.086177 | 1.240952 | p1 LCS
***0.0000 5.11- | 0.042492 |0.215600-| f2 DUM
***0.0000 5.80- | 0.170125 | 0.986724-| B3 DLCS
0.5531 0.59- | 0.012458 |0.007391- | BI2 CONF
**0.0145 4.91- | 0.009075 |0.044557-| BIS SuC
0.5465 0.603- | 0.021189 | 0.012784- | BI3 FCFE
0.2105 1.253 | 0.019973 | 0.025028 | B14 ASI
0.3768 0.884 | 0.104566 | 0.092464 | B4 | LCS*CONF
**0.0470 5.010- | 0.034228 | 0.171486- | BI11| DLCS*ASI
*0.0568- 4.924 | 0.091476 | 0.450429- | B9 | DLCS*FCF
**0.0691 3.861- | 0.347248 | 1.340725- | BI10 | DLCS*SUC
*0.0975 2.10- | 0.097029 |0.203761-| B8 | DLCS*CONF
**%0.0000 8.70 | 0.040300 | 0.350911 | B7 | LCS*ASINT
0.1097 0.995- [ 0.108696 | 0.108230- | BS LCS*FCF
0.1669 0.96 | 1.588846 | 1.526554 | B6 | LCS*SUC
(Sig<0.01) cua %1 digine (Sgima sic Ao ***
(S|g<005) Eus %S5 Z:'J-ﬂ-ﬂ S 5una Ao 4d)a **
(Sig<0.10) cua %10 dgira (Sima dic Alla *
%69.52 = (Adjusted R?) Jamall waaill Jalas %72.27=(R?) waail) Jalra
**#0.000 = (F) kas) 4y 138.7638 = duguaal) (F) 4asd
954 = claliadl s

Tl dugina dasdle (Kar (12) &) Jsoalls dmgyaal) okl 8 lill Glasbs
(Jtiaall) Byestall purially Al obus b L pre” ) puiall cpy adll lassy)
& R% poal dales does of WS L(F) Jlas) AVs (e e Oy La sy o(daslgucally
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Jaeall il Jalae daws cialy ey % 72,27 caaly bl yunal) dad b ol i
.%69.52 s\ Adjusted R?
WDle 2pny ) e el o dall Gandll oY) dumall lad) by slay Lady
e Ity ccallSall laal) ye clgbully ddajiall dlaY) 4B (5t G “dngay digine
b o) ae ddajiall Ayl AR e lil) uanall Sigo AN (giee dad ) il ey
T dad culy LS 0.0975 cialy ally DLCS*CONF sl il b Lig e cilagud)
:2.10 disuendl
BB e G Lk ABDle d9ag ) zagaill dajliall cihaially Lalad) bl s
BDle dsng5 «%5 Lisine Gsine die LS Siladl ye olully (DLCS*ASI) JsuaY)
v ddall Bladl e doldly (DLCS*FCF) sall duil) cildall jiie Gn &k
e glally lansall 8alsy 8 slial) #las ke Gm ADle dag aacs (05 Ligine (grine
M-Regression aladials jlaady) Jalal gl 4
Robust Least dcgase (1o dalgll sVl sl M-Regression ladl as
bl aygil) Adlpiall cUad) g o ¥ ) @bl dsdnl cael s Squares
2l Aol e ashll 8 M-Regression alasial oSa by ¢(Baltag, 2008)
Dlasay) (s it (13) &) Jsand) Gy Al @byl 2350 alatinls L) Jeagiall
:M-Regression ,lad] aladiub

o Sl g il (o i ge A3e g s (in ALl LAY (8 RIS L)yt Lol g 383N oladl yans e 3
_@xa@\;cw&w\
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ox M-Regression  JLad) alsdiubs jlaady) Julat il :(13) o8 Jgs>
A glu b Sl ase” aulil) ptally " Adajhal) du)y) AR Sl jaial

Jaady) o alas A gina ) oY) cilelae | Aliesal) ol jgiiall
- — gl
) gsiua | (Z)at Robust
(Sig) Std.Error
«x%0003 | 4907 | 0.004972 | 0.0244 | PO BTN
~+*0.001 | 12.45 | 0.098209 | 1.2227 | pI LCS
++%0.000 | 11.9- | 0.00285 | 0.034- | g2 DUM
%0000 | 6.14- | 0.143975 | 0.884- | B3 DLCS
0.3874 0.86- | 0.002326 | 0.002- | Biz CONF
+*0.0105 | 3.34- | 0.002395 | 0.008- | BIS suC
0.5805 055- | 00063 | 0000- | BI3 FCF
0,000 780 | 0001744 | 00136 | Bi4 ASI
0.8920 013 | 0017135 | 00023 | B4 LCS*CONF
++*0.000 | 11.10- | 0.017995 | 0.199- | BII DLCS*ASI
0,000 13.0 | 0.066046 | 0.860- | BY DLCS*FCF
**+0.0410 58- | 0182068 | 1.056- | BI0 DLCS*SUC
*0.0512 3.06- | 0054248 | 0.166- | BS | DLCS'CONF
++*0.0000 | 16.3 | 0.023696 | 0.3907 | B7 LCS*ASINT
0.3789 087- | 0031212 | 0027- | B5 LCS'FCF
0.3871 0.86 11784 | 1.0191 | B6 LCS*SUC

(S|g<001) dua %1 :\:\3.&.4 (S LS Adly ® o x
(Sig<0.05) cua %S5 Agira (Goima dis Ay **
(Sig<0.10) cua %10 dgina Ssima ic dlla *

= (Adjusted R?%) Jaeall yaal) Jalaa %50.89=(R?) sl Jalaa
%49.10 10446 = dgusall (RN) Lo
954 = Slalinll ae **%0.000 = (Rn) JLIA) Ay

£3sat Aigina A oKar (13) o) Jsoalls Ayl il 3 ) (laelss
(Jiaall) Bpusial) S psiially Sl gl b i) pe’ ) il o el syl
G R? 3aail) Jalae L o) WS L (RN) JLas) AV e e Join Lo gag o(dadsually
Dol 3paatll Jalaa o ity Loty %50.89 curly il uxiall Gad b colall yusis
.%49.102l Adjusted R?
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WDl 2sa N ndn Ll ( Jad) Gl oY) Al lod) il alay Lads
oo Jieny el Silaall s Aolally dajiall 4oyl A8 (gyitia (kg dgine
sl e ddajiall Ayl ABl el juaiall Sig AN (g5 dad ) lailly ells
Z dad il LS 0.0512 ity illy DLCS*CONF ol yiiall b U pume cilasall
3.06 digusdll
Jsaall diag pally M-Regression alasiul Wl Jeagll o8 Al gl 45)lag

Fixed Effect il cihalll z3sa slasial lgl) deasill & Al il ((13) o,
" JEal) panall digine A (S Gus A bl Gam (12) A5 sl Model
Cadsal) S PIa "RISH) ol 3 Bl aae" mlill kel pe "dda i) dolay) A&
il e %5 e JBls ¢ %5 e S disinn Ciligine i
Al Adiall A j@lt Ailasy) cdlatl)  2.3.2.6

B Gy A ek e @l$Hal) Aol il jsall b ASE L@l s
Ofieseae ) Auball Lo aeds DA Ge A1 Blad) e dslally Aoyl L)
ASoal) yage o Tely Aiml) adi 5 Aipran LaSsa ol Alilly Augd AaSsa ld 5V
Aahall Gl JhaY) capaill vie Jall Sl ge @ladl eiall 4 Juatilly (ag sl
IS e ¢ fglidia (s gana ) Auball due i o5 LeSoall Hdse o el
Lilany) il JE el Gajmg 477 clalie Jab 4555 53 dae degana
Fixed Effect Model aisai alaiiuls (e seadll S 6 L) deagill 5 3
.M-Regression
il 7 igal pladiuls diais AaSen ailad @l die Ao jlaady) Julad @il 4
Fixed Effect Model 4l =

e o bl bl zises aladtal iyl dilas =i (14) &) Jeaall (e
dpaia dSga (ailad Cld QAN (e
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pladiuly dbunds daSya aibad @il die Ao jlaady) Jalad Jalat il :(14)ad) Jg2a
Al il 7 dga

Jlaady) E lalea 4 gira Uasly By cdlelza Alfieal) &l iall
- — ¢ Sl
(Sig) 4 gsima | (T)a2 | Ropust
.Std.Error
*#2(.0098 3.648 |0.015789 | 0.0576 | BO Saaiy) eyl
**%(0.009 8.25- [0.117188 | 0.9668- | BI LCS
#£%(0.000 7.60 - | 0.011513 | 0.0875- | A2 DUM
0.000*** 5.09 - | 0.009764 | 0.0497 - | B3 DLCS
0.4428 0.76 - | 0.009605 | 0.0073 - | B12 CONF
0.5901 0.53 - |0.034717 | 0.0184 - | B1> SUC
0.1173 1.56 - | 0.03141 | 0.0490 - | B13 FCF
*0.0676 2.430 |0.005885 | 0.0143 | Bl4 ASI
#£%(.000 4.623 [0.037313 | 0.1725 | B4 | [ cs*CONF
*#+0.0009 3.35- [0.058299 | 0.1953 - | B11| p) cs*as)
**+(.0088 2.05- |0.006293 | 0.0129 - | B® | pLcs*FCE
*0.0748 2.62 - |0.006565 | 0.0172 - [ B10| p) cs*suc
*#20.0095 3.615 [0.021328 | 0.0771 | B8 | pLcs*CONF
**2(.000 9.004 [0.035262 | 0.3175 | B7 | | cS*ASINT
**£(0.0006 4.44 - | 0.114887 | 0.5101 - | BS | | cs*FCE
0.8889 0.139 |0.534532 | 0.0743 | BS | | cs*suc
(Sig<0.01) cua %1 Ligina S5ia dis Al ***
(Sig<0.05) Cua %5 dgira (Geima xie Adla **
(Sig<0.10) cua %10 digina Ssiua i al)a *
%64.90 = (Adjusted R?) Juall yaail) Jalaa %66.84=(R?) xaa3) Jalas
*#%0.000 = (F) _bas) ava 73.1451 = Lypuaall (F) daid
477 = claliall e

gasat gine Aande (Kar (14) o) Jsaadly dumgyua) ilil) o il laslss
Jsal) Bpusiall il purially "CallSall gl b Bl pae” @l ial) c Jbaall lassy)
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i o) LS %1 digine g5 e (F) Jlad) Ao e ade s Lo sa o(Ladgeally
dows iy Lai 1% 66.84 caaly il il dad b ol e S RZ sl Jales
%64.90 b Adjusted R? Jasdll naail) Jalas
Ligine Ao 3oag A pdi Wgld ¢ lall Gl A5Bl dumjd lodl il gl Ladg
Dbl @l e Jxig Al Silaall e glally ddajaall d0))l0Y) A&l (gy3te (1 dange
Clanall 8 el ce Aajid) eyl A8l lelal) uidl Sig AN (g5ias dad )
T ded <l LS 0.0095 il .l DLCS*CONF atsll uiall & Lgjuas
3.615 dgundl
M- aladiuly ddmn A5 galbad Gl dye o jlasay) didad mili o
.Regression
Kar lly (M-Regression zage sladials jlasiy) dias z55 (15) o8y Jgaal) e
Fixed Effect z3sai alasials L] deagiall il iy il Ao 2SHI aDIA 4
dina daSpn pallad i die o jlaaiy) Jolas (st @il 1(15)ad) dssa
M-Regression gisai aladiul

Jlaady) cdlalaa 4y sina Uadl) Bolaady) colabea | Adiieual) il psiial)
(Sig) AN g fwn [ (2)3%0 [ golnad
Robust
.Std.Error
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