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Investigating the Effectiveness of Managerial Overconfidence on Deviation
from Optimal Capital Structure in Companies Acquired in Tehran Stock
Exchange

Mehdi Beshkouh' and Erfan Farshad"

Abstract

There are many factors affecting the decision making of corporate finance managers,
which can be divided into two groups. In the first group, the factors associated with
corporate structure, such as agency problems, corporate size and financial distress, and the
second category, are factors related to the behavioral characteristics of managers such as
conservatism and more trustworthiness of managers. This research seeks to analyze the
effect of a psychological factor (more trust of managers) on the deviation from the optimal
capital structure of the business unit. This research is a descriptive-correlational research
in terms of purpose, applied research. The statistical population of the study consisted of
47 companies listed in the Tehran Stock Exchange between Y+«)Y and Y+ )1, To test the
hypotheses of the research, multiple linear regression model has been used. The results of
this study showed that more managers' confidence has a negative and significant effect on
the deviation from optimal capital structure. Also, government ownership has no
significant effect on the deviation from the optimal capital structure. In addition, state
ownership does not modify the relationship between excessive managers' perceptions and
deviations from the optimal capital structure.

Key words: Managerial overconfidence, government intervention, Deviation from
optimal capital structure.
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