HEABEBEHRBRERKRETDLZ

i) ;"E

Family-controlled Firms, Overconfident CEOs,

and Investment Policy

EEERBHE 11114 (1055 12R) F 131
DOI: 10.3966/102596272016120111001

R
Po-Hsin Ho

W o™
Wei-Ling Yang
Aap g
Wei-Ying Nie

: Rz ot~ FEEFRE k@it (Heirg)
Assitant professor, Department of Business Administration, National Taipei University.
(correspondence author).
SENCEIEFTES FES FE B Rl
Master, Department of Business Administration, National Taipei University.
R AR FMBARE L iEEL
Ph.D. Candidate, Department of Finance, National Taiwan University.



BEF

wmE

AP bFATREFHER CEEALTEF R P -EI P HFRTFLEES
B PG REE mEHETRET > P 2T R REE ’?%,mﬁliﬂt;iﬂ&ﬂﬁﬁg
ﬂi$w~M%&%,;@&&g R BRI ROE £ RS OLBHOTIBR B 1 IR A
WRAPKFTAFLATFRE- F{&ﬂl%l&iZMD&S&PEW2ﬁwiﬁ9ﬁ’F2
SBEFROERP CEEAAT AL N ZAFL Y EXFRFLEFIHB 2P LA R
CERRT M BRTHREN B L RE R GHEFR D REL AR SR P
RERAHL G EF 2 e > BARYG TS @}*}iﬁl EWA A FIELEYREFCER
PFE - MHUR eI REARSTE ML 7R £ T o a7 gk

s

h

MeEF @ 7ok L% B AER P AT AR

ABSTRACT

This study examines the influence of family ownership on overconfident CEOs. Previous
literature suggests that family owners of firms seek to leave family businesses to their
descendants. Consequently, they are more likely to be risk averse to maintain firm stability and
survival. This study examines S&P 1500 firms from 2001 to 2010, showing that overconfident
CEOs will be affected by the conservative tendency of the family firms and reduces their
overinvestment behaviors. Family ownership also mitigates overconfident CEOs’ risk
preferences. As a result, the total risks of firms with overconfident CEQOs are negatively related
to family ownership. Although overconfident managers in family firms reduce their
overinvestment and risk-taking behaviors, the over monitoring of family ownership could cause
overconfident CEOs to reduce their R&D activities and abandon positive NPV projects rather
than negative NPV projects, reducing firm value.
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