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Abstract

This study investigates the relationship between managerial overconfidence
and firm performance in the existence of institutional ownership as a
moderating variable. We argue that when the company has a high proportion
of institutional ownership, it can lead to more control over managerial
decisions and the feedback of the managers, which in turn can improve the
performance of the company. There are numerous proxies for measuring
managerial overconfidence, but the most appropriate one in the Egyptian
environment is an investment-based measure through capital expenditure. A
sample of 695 firm-year observations of non-financial firms listed on the
Egyptian Stock Exchange from 2014 to 2022 is used. The results indicates that
there is a positive and significance association between managerial
overconfidence and firm performance in the existence of institutional
ownership as a moderating variable and shows that institutional ownership
can turn the relationship between managerial overconfidence and firm
performance from negative to positive because it plays a controlling role

within the company.

Keywords:  Managerial  overconfidence, Firm  performance,

Institutional ownership
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1- Introduction

The main objective of any business organization is to maximize its market
value. In order to maximize a firm’s market value, managers need to invest in
profitable projects that lead to an increase in the company’s market value as
well as maximize the wealth of its shareholders. Therefore, the primary
objective of any company and its managers is to enhance the company's value,
which is reflected in the market price of its shares. (Kunjal et al., 2021).

This goal can be reached through the implementation of financial
management functions with caution and precision, given that any financial
decisions taken will affect other financial decisions, which will affect the
value of the company (Davidsen et al.,, 1994). Companies’ financial
management concerns the settlement of important decisions taken by the
company, which is including investment, funding, and dividend policy
decisions. An optimal combination of these decisions will maximize the value
of the company, as such decisions are interrelated with each other (Qureshi
and Patt, 2006).

Managers may be affected by various biases, such as loss aversion,
framing, anchoring, and overconfidence. However, Li et al. (2019), Gao and
Han (2022), and Wang et al. (2020) argue that overconfidence is one of the
most prominent biases influencing managerial decisions.

Managerial overconfidence refers to the tendency of managers to
overestimate their knowledge, capabilities, and chances of success (Zaher,
2019). As a result, overconfident managers overestimate the future returns of

the firm’s investments and underestimate the firm’s risk exposures (Wang et
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al., 2020). Interestingly, Heaton (2002) argues that overconfidence is more
prevalent in managers than other biases. Amongst other factors, managerial
overconfidence may be caused by an illusion of control, unrealistic optimism,
the ‘better than average effect, or the planning fallacy.

An effective method for evaluating a company's performance is to analyze
its financial performance (Pujiasih, 2013). Financial performance describes
how a company's business activities are carried out and what has been
achieved from business activities. The generation of profits is a clear
indication that the company's business activities have been successful. The
ability of a corporation to make profits is the primary consideration that is
taken into account when assessing the financial success of the organization
(Abdullah et al., 2019a).

Previous research shows that managerial overconfidence influences various
corporate decisions including decisions relating to capital investments,
dividend policies, capital structure, corporate risk management, and firm
performance.

Managerial overconfidence can influence the performance of a firm. On one
hand, Gervais and Goldstein (2004); Fairchild (2009) argue that managerial
overconfidence may be beneficial for the performance of a firm. For instance,
overconfidence helps managers exploit innovative growth opportunities,
assists managers in providing better leadership, and leads to higher stock
performance, which may contribute positively to a firm’s performance. On the
other hand, managerial overconfidence can destroy the performance of a firm.

This negative effect could be attributed to excessive debt levels, suboptimal
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investment choices, and inefficient research and development expenditures
caused by managerial overconfidence (Kunjal et al., 2021).

Thus, the empirical findings regarding the impact of managerial
overconfidence on corporate performance are ambiguous. Hence, it is
important to incorporate a moderating variable in order to assess the influence
of managerial overconfidence on the performance of the organization.

We suggest the possibility of moderating the relationship between
managerial overconfidence and firm performance by using institutional
ownership as a moderating variable for the following reasons:

1 — Institutional ownership acts as a controlling tool in the company, so capital
expenditure will be directed to projects that will achieve the maximum net
present value for the company.

2 - Firms with greater proportions of institutional ownership are likely to have
lower agency costs due to better monitoring

3 - The presence of institutional ownership may reduce the cost of borrowing
which will be reflected positively on firm value.

The institutional ownership added as a moderating variable to examine the
relationship between managerial overconfidence and firm performance.
Furthermore, there are no existing studies that investigate the effect of
institutional  ownership on the relationship between managerial
overconfidence and firm performance in Egypt.

Accordingly, the main research question of the current study can be stated as
follows: Is there an effect of institutional ownership on the relationship

between managerial overconfidence and firm performance?
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2 - Research objectives

The main goal of this research is to investigate empirically the effect of
institutional ownership as a moderating variable on the relationship between
managerial overconfidence and firm Performance for firms listed on the

Egyptian Stock Exchange.
3 - Research significance

This study is important for the following reasons:
3.1. This study contributes to the extant literature by studying the effect of
institutional ownership on the relationship  between managerial
overconfidence and firm performance.
3.2. To the best of the researcher’s knowledge, it is the first study in Egypt to
examine the effect of institutional ownership on the relationship between
managerial overconfidence and firm performance.
3.3. The result of the study might support the importance of institutional
ownership as one of the corporate governances, which plays an important role
in activating governance, and also leads to effective control over the
management’s actions.
4 - Literature review and hypotheses development

Existing research offers two contradictory perspectives on Managerial
overconfidence and its direct effects on firm performance. On one hand,
managerial overconfidence may have potentially positive effects on firm

performance, some research suggests that overconfidence has positive effects
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on investing in projects, making acquisitions, and predicting the outcomes of a
business.

The study of Reyes et al. (2022), who investigated the moderating effect of
the business cycle on the positive relationship between CEO overconfidence
and firm performance, The study proposed that the expansion years of the
business cycle enhance the positive impact of overconfident CEOs on firms’
performance. However, this effect is reduced during recession periods. Also,
analyzed the effect of CEO overconfidence on the return on equity of publicly
listed US firms from 1992 to 2015, a period that included the bursting of the
dot-com bubble in 2001 and the Great Recession of 2008-2009. The empirical
finding supports the hypotheses that expansion periods increase the positive
relationship between overconfident CEOs and firms’ performance, but this
positive effect weakens during recessions.

The study of Burkhard et al. (2022), investigated how and why CEO
overconfidence is related to firm performance using meta-analytic techniques
on a sample of 199 studies. Contrary to the conventional belief that
managerial overconfidence is detrimental, this study revealed that CEO
overconfidence is, on average, beneficial for firm performance. Drawing on
recent refinements of upper echelons theory and theoretical insights from the
psychology literature, the author delves deeper into this positive relationship
and hypothesize that overconfident CEOs engage in strategic risk-taking
through cognitive, motivational, and social mechanisms. This risk-taking is
positively related to firm performance. The results confirm the positive

relationship between CEO overconfidence and firm performance.
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The study by Gao and Han (2022), investigated the relationship among
managerial overconfidence, CSR, and firm value. The study used nonlinear
regression and OLS regression to test the hypotheses. Managerial
overconfidence is measured by the integrated index. The financial data of
Korean-listed companies is collected from the Data Guide database. The ESG
rating of Koran Governance Service (KCGYS) is selected as the proxy variable
for CSR in Korea. Korean-listed non-financial companies from 2011 to 2016
were selected as the research sample. The sample includes 2483 non-financial-
listed firm-year observations from 2011 to 2016. Empirical results showed that
managerial overconfidence has a significant and positive impact on firm
value. Managerial overconfidence enhances firm value through CSR activities.

The study by Gigerenzer and Gaissmaier (2011), showed the main reasons
to expect managerial overconfidence to have a positive effect on firm
performance. First, Overconfident managers have a tendency to make
decisions rapidly. Second: Managerial overconfidence is associated with a
higher propensity to innovate (Wang et al., 2016). Third, Overconfident
Managers tend to develop an inspirational and stimulating vision (Shipman
and Mumford, 2011).

On the other hand, managerial overconfidence may have potentially
negative effects on firm performance, some research suggests that
overconfidence has negative effects on investing in projects, making
acquisitions, and predicting the outcomes of a business.

The study by Kunjal et al. (2021), investigated the relationship between

managerial overconfidence and firm value of firms trading on the
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Johannesburg Stock Exchange. This study depended on the regression analysis
model to study the impact of managerial overconfidence on firm value for a
sample containing 25 companies listed on the Johannesburg Stock Exchange
from 2012 to 2019. The study results reported that managerial overconfidence
exhibits a significant negative relationship with firm value, implying that an
increase in managerial overconfidence is associated with a decrease in firm
value. This significant negative relationship between managerial
overconfidence and firm value can be attributed to the agency problem as well
as a lack of managerial effort during decision-making, as previously
discussed.

The study by Hribar and Yang (2016), showed the relationship between
CEO overconfidence and management forecasting using a sample consisting
of 2179 U.S. firms, 3305 CEOs, and 13120 firm years. The study provided
evidence consistent with the notion that managerial overconfidence manifests
itself as excessive optimism about future earnings, leading overconfident
CEOs to make voluntary forecasts. This has two implications. First,
overconfident CEOs are more likely to issue and subsequently miss their own
forecasts, controlling for other predictors of forecast issuance and ex-post
forecast accuracy, such as forecast horizon, discretionary accruals, merger and
acquisition activity, and firm performance. Second, overconfidence is
associated with forecast precision, with overconfident CEOs issuing narrower-
range forecasts.

The study of Hsieh et al. (2014), examined the relationship of CEO

overconfidence with accrual-based earnings management, real activities-based
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earnings management, and targeting to meet or just beat analyst forecasts. The
sample comprised firm-year observations from 1991 to 2009. The study
measured “overconfidence” based on the CEO’s tendency to hold in-the-
money stock options, as rational expected utility maximizers should exercise
early to avoid over exposure to company idiosyncratic risks. The results are
consistent with overconfident CEOs feeling less constrained by SOX, and
suggested that this individual characteristic works against regulators’ attempts
to constrain earnings management by corporate executives. In contrast, the
author found that the tendency of overconfident CEOs to manage to targets
decreased after SOX, perhaps due to changes in investor behavior in the new
regulatory environment.

The study by Hiller and Hambrick (2005) showed the main reasons to
expect managerial overconfidence to have a negative effect on firm
performance. First, overconfident managers tend to make less comprehensive
strategic decision. second, overconfident managers are likely to involve
excessive risk-taking (Camerer and Lovallo, 1999). Third, the phenomenon of
managerial overconfidence has the potential to result in strategic persistence.

Given the previous literature that examines the relationship between
managerial overconfidence and firm performance, there is still controversy
about the direction of that unrecognized relationship.  This needs more
investigations to analyze and explain the causes of this debate. So,
institutional ownership is added as a moderating variable to examine the

relationship between managerial overconfidence and firm performance.

o1



We suggest the possibility of moderating the relationship between
managerial overconfidence and firm performance by using institutional
ownership as a moderating variable.

The study hypothesis can be formulated as follows

H1l: There is an effect of institutional ownership on the relationship

between managerial overconfidence and firm Performance.

5. Methods

5.1. Sample selection:

The study population includes all Egyptian firms listed on the Egyptian
Stock Exchange. Banks and financial services sectors are excluded because of
their special nature. The study depends on a sample of 695 firm-year
observations of non-financial firms listed in the Egyptian Stock Exchange
from 2014 to 2022. As shown in table 1, the sample is distributed to 12
economic sectors, namely, chemicals, food and beverage, construction and
materials, healthcare and pharmaceuticals, industrial goods and services and
automobiles, basic resources, personal and household products, travel and
leisure, retail, technology, telecommunications, and oil and gas. The model is
estimated using ordinary least squares (OLS). Clustered standard errors per
cross-section is used to dilute the bias in OLS standard error arising from
cross-sectional independence, and serial correlation (Gow et al., 2010). The

regression is performed using E-views 10.
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Table 1: The percentage of sample size to the population

Number of firms in sample for each year

Sector
2016 | 2017 | 2018 | 2019 | 2020

Basic Resources 12 12 12 12 12
Construction And
Materials ) ? ? ? ?
Oil and Gas 2 2 2 2 2
Healthcare and
Pharmaceuticals
Personnel and
Household Products
Paper and packaging
materials

Food And Beverage

Industrial goods and
Services

Telecommunications

Technology

Retail

Real Estate

Number of firms in
sample

Number of firms listed

(-) Banks and Financial
Services
Number of nonfinancial
firms listed

Percentage of sample
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5.2. Empirical research model

To test the hypothesis between managerial overconfidence and firm’s

performance, the following regression model is used.

F Pi,t:B Q+ﬁ 1(M 0 i,t)+ﬂ 2(|Oi,t)+ﬂ 3(M 0 i,t*loi,t)'l'ﬂ 4(CA SH i,t)+ﬁ 5(LeVi,t:

+f ¢(F.Size;,) + B+ X1, INDUS + cit

Table 2: Operational definition of model variables

Dependent variables

Name

Code

Operational definition

Return on assets

ROAi

Measured as the ratio of net income.

Independent variable

Name Code Operational definition
Managerial A dummy variable takes the value of 1 when overconfidence is present, and
Overconfidence Mo 0 otherwise.
Moderating variable
Institutional the percentage of the total number of outstanding shares held by insurance
ownership 10 companies, social security funds, and other institutions.

Control variables

Name Code Operational definition
firm size SIZE The natural logarithm of total assets at the end of the year
cash holdings | CA S H| Log (cash and cash equivalents scaled by total assets)
F. Leverage LEV total debt scaled by total assets.
A dummy variable that examines the sector affiliation of enterprises in orde
INDUSTERY INDU [ to mitigate the adverse impacts resulting from changes in their respectivg

industries.

54



5.3. Variables Measurement

5.3.1. Dependent Variable (Firm performance)

Firm Performance is the dependent variable in this study. Following prior
literature, return on assets (ROA) was used in this study as a measure of firm

performance (Al-Manaseer et al., 2012).

Net icome

ROA =
Total Assets at the end of the year

5.3.2. Independent Variable (Managerial Overconfidence)

The primary independent variable in this study was Managerial
overconfidence. To measure managerial overconfidence this study used
investment-based measure through capital expenditure following (Schrand and
Zechman, 2012; Zaher, 2019) as follows:

First: compute the ratio of capital expenditures to total assets

__capital expenditure company i period t

total assets company i period t

Second: compare the ratio of capital expenditure of the company to the industry
median capital expenditure of the same year in the sector, equal one if the ratio
of capital expenditure is greater than the sample median of that year, zero

otherwise.
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5.3.3. Interaction variable (Institutional Ownership)

Institutional Ownership (I O), institutional ownership is the moderating
variable in thus study; to measure institutional ownership several researchers
attempt to use different proxies. Following Cornett et al., (2008); Ferreira and
Matos (2008), institutional ownership is measured as the percentage of the total
number of outstanding shares held by insurance companies, social security

funds, broker-dealers, and other institutions.
5.3.4. Control Variable

A variety of control variables were incorporated into the models in this
study, which followed the methodology of previous studies. The operating cash
flows (CASH) of each company were included in this study in order to be used
as a control for operating performance. Also. Leverage was used as a
moderating variable for the following reasons: First, leverage of debt was
expected to have a negative impact on the growth of the company. Second, the
highly leveraged firms are able to increase firm performance by not engaging in
negative value investments, and there is a positive relationship between debt
leverage and firm profitability. Consequently, debt leverage (DEBT) was
included in the model to control for these effects. It was calculated as the

logarithmically transformed total liabilities divided by total assets.
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6. Empirical Finding
6.1. Descriptive Statistics

Table 3 shows descriptive analysis of the variables that allows us to
understand the main characteristics and attributes, providing vital support to the
interpretation of the resulting relations through the use of regressions. This
descriptive statistic provides information on the main statistical characteristics
of the variables used in the analysis that includes mean, median, standard

deviation and the range.

Table 3: Descriptive analysis of the variables

Variable

Observe

Mean

Median

Std. Dev.

Range

Min

Max

F. Performance

651

0.0338

0.038683

0.139863

-1.445189

0.528028

Managerial
Overconfidence

651

0.0384

0.0105

0.1039

0

1.3624

Institutional
Ownership

651

0.54054

0.62727

0.30217

0

0.99999

Man. Over * Ins
Owner

651

0.022203

0.004729

0.078707

0

1.125605

CASH

651

0.10470

0.052833

0.131287

0.000033

0.602144

LEVERAGE

651

0.488489

0.397418

0.434055

0.000518

4.706347

Firm Size

651

20.58239

20.42292

1.540062

17.1962

25.1189

Indus Code

The data of the descriptive statistics indicate that there is a significant

disparity in the performance between the company, as ROA range from (-1.4451

651

6.102919

6

3.780538

1

12

to 0.5280) and the mean of ROA is .035 with standard deviation 0.137.
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The range of managerial overconfidence 0.00, 1.3624 This is due to the size
of the capital expenditure to the total assets and the strength of the managers to

expand in the company investment.

The mean of institutional ownership 0.54054 which means that 54.05% of the
shares outstanding for the study’s firms are owned by institutions which is a

large percentage.

The firm size measured by log total assets range from 17.19 to 25.12 and the
mean of log total assets 20.58 with standard deviation 1.54. Moreover, the mean
values of LEV 0.4884 indicate a moderate debt ratio. Also, the rang of leverage
(0.000518, 4.70) these illustrate that there is ahigh rang between the sample this
difference back to the existence of overconfidence. The range of cash (0, 0.602)
and the mean 0.09967 This indicates that there is a disparity among the sample

companies in terms of their cash retention ratio.
6.2. Descriptive statistics when dividing the sample

Table 4 and 5 shows descriptive analysis of the variables when dividing the
sample to upper and lower quarter that allows us to understand the main
characteristics and attributes, providing vital support to the interpretation of the
resulting relations through the use of regressions. This descriptive statistic
provides information on the main statistical characteristics of the variables used

in the analysis that includes mean, median, standard deviation and the range.
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Table (4): Descriptive statistics shows institutional ownership in the upper

quarter

Variable

Observe

Mean

Median

Std. Dev.

Range

Min

Max

F. Performance

160

0.031893

0.039026

0.159728

- 0.69155

0.528028

Man. Over

160

0.06353

0.01316

0.178975

0

1.362407

Institutional
Ownership

160

0.867288

0.882583

0.055375

0.795397

0.99999

Man. Over * Ins
Owner

160

0.053407

0.011439

0.147923

0

1.125605

CASH

160

0.105473

0.048958

0.132688

0.00153

0.586853

LEVERAGE

160

0.611638

0.47161

0.655204

0.030905

4.706347

Firm Size

Table (5): Descriptive statistics shows institutional ownership in the upper

quarter

Variable

160

Observe

21.06939

Mean

20.72938

Median

1.541045

Std. Dev.

18.28703

25.1189

Range

Min

Max

F. Performance

165

0.034711

0.036757

0.115322

-0.4212

0.339541

Man. Over

165

0.037557

0.007552

0.073301

0

0.514039

Institutional
Ownership

165

0.093056

0.06223

0.099859

0

0.282488

Man. Over *
Ins Owner

165

0.004324

0.00000581

0.012548

0

0.086023

CASH

165

0.118029

0.04215

0.149795

0.000033

0.58604

LEVERAGE

165

0.412874

0.351516

0.359934

0.000518

2.263349

Firm Size

165

19.86546

19.6971

59
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The data of the descriptive statistics indicate that the range of firm
performance measured by ROA when the institutional ownership in the upper
quarter (-0.6911,5280), mean 0.03474 and in the case of institutional ownership
int the lower quartile the range (0.4212,0.3395) the mean 0.0354. This means

that the company with high institutional ownership has a better performance.

The range and mean of managerial overconfidence, respectively, are (0.0,
1.362) and 0.063 in the case of institutional ownership in the upper quarter. In
the case of institutional ownership in the lower quarter, the mean and range,
respectively, are (0.0, 0.514), 0.037. Although managerial overconfidence is
higher in the upper quarter, firm performance is still higher because investment

is directed toward net positive value.

The range and mean of institutional ownership respectively are (0.7953,
0.9999), 0.867 in the case of institutional ownership in the upper quarter. In the
case of institutional ownership in the lower quarter the mean and the range
respectively are (0.0, .02824), 0.093.

6.3 Correlation analysis

The purpose of this test is to test the strength of the linear correlation between
independent variables and dependent variables. It also aims to discover whether
there is multicollinearity between the explanatory variables or not. It's been
noticed that there are significant correlations among some of the variables; none
of the coefficients exceeds 0.8, which is used as an indicator of serious

multicollinearity (Gujarati, 2003). Hence, it may be concluded that
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multicollinearity is not a serious problem in this case. but the statistical model

(cluster by firm) is used to avoid the multicollinearity problem.

Looking at Table 6, it's been noticed that the interaction between managerial
overconfidence and intuitional ownership is significantly and positively related
to the financial performance proxied by the ROA. This means that when the

interaction increases, the performance of the company also increases.

Table 6: Pearson Correlations

Man. Over
INS_OWN * Ins.
Owner

ROA

Man. Over

Ins Owner 0.0459 1

Man. Over * Ins Owner " 10.9332" | 0.18317

*

LEV. " | (0.0324) | 0.146 | (0.0179)

*

0.1578" | 0.089"

FIRM_SIZE 0.11147" | 0.326"

CASH " | 0.0576 | (0.0596) | 0.0381 | (0.112) """

*** Significant at 0.01
**  Significant at 0.05

6.4. Models’ validation
In this section, the assumptions of Ordinary Least Squares (OLS) are
tested. Clustered standard errors per cross-section is used to dilute the bias in

OLS standard error arising from cross-sectional independence, and serial
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correlation (Gow et al., 2010). We test for multicollinearity, which refers to the
existence of a strong linear relationship among some or all independent
variables of the model. The multicollinearity problem arises when predictors
are highly correlated. Multicollinearity is detected by the variance inflation
factor (VIF) that reveals how the change in the explanatory power is inflated
by the existence of the multicollinearity. If Variance Inflation Factors (VIF)
higher than 10 this means that a multicollinearity problem exists (Gujarati,
2003). Table 7 shows that the VIF for the variables in the study when using
managerial overconfidence for the sector model (1) are less than 10 since the
maximum inflation rate was 4.09 which means that a good sign that the study
models do not have a multicollinearity problem. It is then presumed that

multi-collinearity has no adverse consequences on this study’s models.

Table 7 shows VIF for study variables

Table 7: Variance Inflation Factor

| Variable

Man.Over 3.873215 0.258183447
Ins Owner 1.774457 0.563552681
Man.Over * Ins Owner 4.096247 0.244125904

CASH 1.293437 0.773133906

LEVERAGE 1.764053 0.566876392

Firm Size 1.997337 0.500666638
Mean VIF 2.46645
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7. Multiple Regression Analysis

The results pertinent to testing this hypothesis are portrayed in Table (8)

Table 8: Regression results pertinent to H1.

Man.Over . 3.873215 |
Ins Owner . 1.774457 I

Man.Over * Ins Owner . 4.096247 I

Cash . 1.293437 |
Leverage . 1.764053 I
Firm Size . 1.997337

Summary statistics:
R-squared : F- Statistic
Adjusted R-squared : (F-Statistic)

Dependent: H1 : Accepted

Table 8 presents the empirical results of testing the effect of managerial
overconfidence on firm performance and institutional ownership as a moderating
variable. The explanatory power of the model is good; The table shows that the
model is significant (F= 20.12, p-value <1%). adjusted R® = 0.437, which means
that 43.7% of the variation in the dependent variable is explained by the
independent variables in the right side of the model. The result showed that the
estimated value of £, is -.08 (p = 0.000) which indicate that there is a
significantly negatively relationship between managerial overconfidence and

firm performance. Also, the estimated coefficient £ , is -0.055 (P< 0.05) showing
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that the institutional ownership is significantly negatively related to the firm
performance. In addition, the results also revealed that institutional ownership
had a positive moderating effect on the relationship between managerial
overconfidence and firm performance fB; is 0.135 (p = 0.000) because
institutional ownership playing a better monitoring on managers decisions. This

means that H; should be accepted.

8. Discussion and conclusion

This study examined the effect of managerial overconfidence on firm
performance and the moderating effect of institutional ownership. The
addition of institutional ownership as a moderating variable makes the study
of this relationship significant. The existence of institutional ownership in the
industry sector is widespread and could systematically moderate performance
outcomes resulting from risk-taking by overconfident managers. This study's
findings contribute to understanding the extent to which managerial
overconfidence influences firm performance and how the effects of

overconfident managers vary by level of institutional ownership.

Overall, this study revealed that overconfident managers decrease firm
performance. This result is in line with previous findings (Kunjal et al., 2021,
Chen et al., 2015; Hribar and Yang 2016; Hsieh et al., 2014). The present
study also provides evidence that institutional ownership can turn the negative
relationship between managerial confidence and firm performance into a
positive one because of the high level of company monitoring. This turned

into a relationship because they take on imperative positions in significant
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company choices, and, as a result, good institutional ownership will also affect
company performance. The existence of institutional ownership causes
supervision of the policies taken by company management. The company’s
management takes an approach because of institution’s ownership to be
supervised. Shares owned by institution are ordinary shares which are an
encouragement for principals and agents so that management carries out its
duties following the direction of shareholders so that the company’s
performance increases. With institutional ownership, managers will make

decisions carefully so that they can benefit from the right decision.

65



References

Abdullah, R., Mahmuda, D., Malik, E., Pratiwi, E. T., Rais, M., Dja’Wa, A.,
Abdullah, L. O. D., Lampe, M., & Tjilen, A. P. (2019). The influence of
environmental performance, environmental costs, and firm size on
financial performance with corporate social responsibility as
intervening variables (empirical study on manufacturing companies
listed on the Indonesia stock exchange 2014-2. IOP Conference Series:
Earth and Environmental Science, 343(1), 12—-36.

Al-Manaseer, M. F. A., Al-Hindawi, R. M., Al-Dahiyat, M. A., & Sartawi, I. I.
(2012). The impact of corporate governance on the performance of
Jordanian banks. European Journal of Scientific Research, 67(3), 349-
359.

Burkhard, B., Sirén, C., van Essen, M., Grichnik, D., & Shepherd, D. A. (2022).
Nothing ventured, nothing gained: A meta-analysis of CEO
overconfidence, strategic risk taking, and performance. Journal of
Management, pp. 221-243.

Camerer, C. and Lovallo, D. (1999) ‘Overconfidence and excess entry: An
experimental approach’, American economic review, 89(1), pp. 306—
318.

Chen, G., Crossland, C. and Luo, S. (2015) ‘Making the same mistake all over
again: CEO overconfidence and corporate resistance to corrective
feedback’, Strategic Management Journal, 36(10), pp. 1513-1535.

Cornett, M.M., Marcus, A.J. and Tehranian, H. (2008) ‘Corporate governance and
pay-for-performance: The impact of earnings management’, Journal of
financial economics, 87(2), pp. 357-373.

66



Davidsen, R.E., Jensen, J.A. and Smith, S.W. (1994) ‘Two-dimensional random
arrays for real time volumetric imaging’, Ultrasonic Imaging, 16(3), pp.
143-163.

Fairchild, R. (2009) ‘Managing overconfidence, agency problems, financing
decisions and firm performance’.

Ferreira, M.A. and Matos, P. (2008) ‘The colors of investors’ money: The role of
institutional investors around the world’, Journal of financial
economics, 88(3), pp. 499-533.

Gao, Y. and Han, K.-S. (2022) ‘Managerial overconfidence, CSR and firm value’,
Asia-Pacific journal of accounting & economics, 29(6), pp. 1600-1618.

Gervais, S. and Goldstein, 1. (2004) ‘Overconfidence and team coordination’,
Available at SSRN 470787.

Gigerenzer, G. and Gaissmaier, W. (2011) ‘Heuristic decision making’, Annual
review of psychology, 62, pp. 451482,

Gow, I. D., Ormazabal, G., & Taylor, D. J. (2010). Correcting for cross- sectional
and time- series dependence in accounting research. The Accounting
Review, 85(2), 483-512.

Gujarati, D. N. 2003. Basic Econometrics. 4™ edition. New York: McGraw-Hill.

Heaton, J.B. (2002) ‘Managerial optimism and corporate finance’, FINANCIAL
MANAGEMENT-TAMPA-, 31(2; SEAS SUM), pp. 33-46.

Hiller, N.J. and Hambrick, D.C. (2005) ‘Conceptualizing executive hubris: the
role of (hyper) core self evaluations in strategic decision- making’,
Strategic Management Journal, 26(4), pp. 297-319.

Hribar, P. and Yang, H. (2016) ‘CEO overconfidence and management
forecasting’, Contemporary accounting research, 33(1), pp. 204-227.

67



Hsieh, T., Bedard, J.C. and Johnstone, K.M. (2014) ‘CEO overconfidence and
earnings management during shifting regulatory regimes’, Journal of
Business Finance & Accounting, 41(9-10), pp. 1243-1268.

Kunjal, D., Nyasha, J., GHISYAN, A., GOVENDER, P. J.,, MURUGASEN, S.,
NAIDOO, P., PATEL, D. S., & MUZINDUTSI, P.-F. (2021). The
effect of managerial overconfidence on firm value: evidence from the
johannesburg stock exchange. Management and Economics Review,
6(1), 1-14.

Li, C., Zhou, P. and Li, Y. (2019) ‘Managerial overconfidence, overinvestment,
and R&D spillover’, Managerial and Decision Economics, 40(7), pp.
858-861.

Pujiasih (2013) ‘Pengaruh Kinerja Lingkungan Terhadap Kinerja Keuangan
Dengan Pengungkapan Corporate Social Responsibility (CSR) Sebagai
Variabel Intervening’, BALANCE: Jurnal Akuntansi dan Bisnis, 2(2),
pp. 227-236.

Qureshi, M.K. and Patt, Y.N. (2006) ‘Utility-based cache partitioning: A low-
overhead, high-performance, runtime mechanism to partition shared
caches’, in 2006 39th Annual IEEE/ACM International Symposium on
Microarchitecture (MICRO 06). |EEE, pp. 423-432.

Reyes, T., Vassolo, R. S., Kausel, E. E., Torres, D. P., & Zhang, S. (2022). Does
overconfidence pay off when things go well? CEO overconfidence,
firm performance, and the business cycle. Strategic Organization, 20(3),
510-540.

Schrand, C.M. and Zechman, S.L.C. (2012) ‘Executive overconfidence and the
slippery slope to financial misreporting’, Journal of Accounting and
economics, 53(1-2), pp. 311-329.

68



Shipman, A.S. and Mumford, M.D. (2011) ‘When confidence is detrimental:
Influence of overconfidence on leadership effectiveness’, The
Leadership Quarterly, 22(4), pp. 649-665.

Wang, H., Liang, P, Li, H., & Yang, R. (2016). Financing sources, R&D

investment and enterprise risk. Procedia Computer Science, 91, 122-130.

Wang, Z., Huang, J. and Jiang, Z. (2020) ‘Change in sales, managerial
overconfidence and persistence of firm R&D investment: evidence
from China’, Economics of Innovation and New Technology, 31(8), pp.
711-728.

Zaher, AM. (2019) ‘The effect of managerial overconfidence on accruals-based
and real-activities earnings management: evidence from Egypt’,
Academy of Accounting and Financial Studies Journal, 23(4), pp. 1-14.

Zaher, A.M. (2019) ‘The effect of managerial overconfidence on accruals-based
and real-activities earnings management: evidence from Egypt’, PhD
Thesis, Faculty of commerce, Zagazig university.

69



B 300 A1) AR o ABMad) Ao dpsnagall AuSlal) i
A0 LA Al )a ¢ A paall daalucal) S a0 s g
Al 53 daaa alb A
o (gl ] drals ¢ 5 lail) LS ¢ dssalaal) ansds a0 Live SLiuf

(AL (i gy ask) ) daaa
e i U il ol ¢ 5 il S ¢ Zssslnall anss_yriiale Ealy

Laaliie ojallae daaa daal
e Gl ) el ¢ 5 i) IS ¢ dualsell v g e

udla

s pall ALl 25 5 8 AS i elal e Al jdall 4y play) A& 5 jlaal ) Al el sda Caags
o Apwnsal AL HEE @lia da Jul Jslaall e L) DA e el abiie yaiaS
b oSl e 3 e ) el (g3 O (S cApnans el ASLall (e Alle A AS 8N (gl () 5S; Laind
O 2l @llia 4S5l ol Cpand (o) 52 (5375 38 Laa ¢ aall Jladl a5 55 4 laY) <l )l
Ald e s Ay peaall gl L deeDle Y bl (819 3 oD dda jiall 48 (bl (i)
el IS A A i 3aalie 695 (e Aie aladiul a1 el H GaY JIA e Jlaiind) e
JP)GJ‘@M\J"‘I‘sz()zzJZOIAI‘G‘“L‘: U:\JE)E\GQLHAJ\M)}J\GSZ\.;)M\ULA
S A pall LS D ga g (8 AS Al elal 5 ddajdall 4 pla¥) AE (G 4 siee din ge 4B
AS 5l ool g dda jiall Ay oY) AE (A8 g A ) ALl G Ll eilitl) (a5 calaie
ASal Ja0 Gl 5 T 00 coali Led KTl g da sl A8a0) ) ALd) 2831 (e

s pal) LuSbal) Syl g o) oAby jdal) Ly oY) ALY YL ClalSl

70



