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Study of Influences of Managers’ Overconfidence in Public
Companies on Financing Order "

KONG Yanan“" YANG Yedi
( Business School of Hohai University , Nanjing 211100 )

Abstract : Chinese public companies are used as the research object. The aim is to revolve how overconfidence psychological
bias will affect the financing order of public companies, as well as to how the behavior of managers’ overconfidence will affect
financing order of the public companies with different nature. Firstly, merge and acquisition frequency method is used to
compute the standard of managers’ overconfidence ,as well as the sample is divided into overconfidence managers and moder-
ately confident manager. From the perspective of behavioral finance, six specific financing way to raise money are distin-
guished by setting up multiple selection model ( Ordered-Probit model) . Tt is concluded that issuing stock are preferred if the
managers’ of the public companies are overconfidence while Short-term debt financing is chosen by moderately confident
manager. Additionally,issuing additional shares to raise money is their first choice if the managers are overconfidence in
Non-state-owned holding public companies. What’s more, Pecking Order Theory is not followed by stare — owned holding
companies , regardless of whether managers are overconfidence, external financing is tend to be selected.
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