
The Journal of Finance / Volume 66, Issue 5 /  p. 1687-1733

Overcon�dence and Early-Life Experiences: The E�ect of Managerial Traits on Corporate

Financial Policies

First published: 21 September 2011
https://doi.org/10.1111/j.1540-6261.2011.01685.x
Citations: 1,132

ABSTRACT

REFERENCES 

Alicke, Mark D., M.L. Klotz, David L. Breitenbecher, Tricia J. Yurak, and Debbie S. Vredenburg, 1995, Personal
contact, individuation, and the better-than-average e�ect, Journal of Personality and Social Psychology 68,
804–825.

Web of Science® Google Scholar

Baker, Malcolm, Richard Ruback, and Je�rey Wurgler, 2007, Behavioral Corporate Finance, in Espen Eckbo, ed.:
Handbook of Corporate Finance: Empirical Corporate Finance (Elsevier Science, North-Holland).

Web of Science® Google Scholar

Baker, Malcolm, and Je�rey Wurgler, 2002, Market timing and capital structure, Journal of Finance 57, 1–32.

PubMed Web of Science® Google Scholar

Ben-David, Itzak, John Graham, and Campbell Harvey, 2007, Managerial overcon�dence and corporate policies,
Working paper, Duke University.

Google Scholar

ULRIKE MALMENDIER, GEOFFREY TATE, JON YAN

We show that measurable managerial characteristics have signi�cant explanatory power for
corporate �nancing decisions. First, managers who believe that their �rm is undervalued view
external �nancing as overpriced, especially equity �nancing. Such overcon�dent managers use less
external �nance and, conditional on accessing external capital, issue less equity than their peers.
Second, CEOs who grew up during the Great Depression are averse to debt and lean excessively on
internal �nance. Third, CEOs with military experience pursue more aggressive policies, including
heightened leverage. Complementary measures of CEO traits based on press portrayals con�rm
the results.
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