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45,2010 Erel 55,2012) ZE 7 AT T 0087 Al JF R B bR IF 04 19 B 28 B W 7E T30 R 40T i, ) 2 B B Ak
EE 2% AR IBURT 1) J5URHFIR A, DA T i 6] s 3 40 7, DRIk, 68T [ B O 2 300 8 B 9 18y 2 R SR DG TE 1Y
i

AT SCHR = 25T 002 T A )2 TN 32 & )22 T 6 [ B I W S e s ma R 28 o 23 WL 22 2 1T, Buck-
ley 55(2010) i@ i %) 1984—2001 4[5 FDT BHE AT 5¢ & B, BUR SCHF SCAUAH I b S L 3BT 0 e 084
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FEl T A1 B G BRI SR T, DA AT IBRORT 8 Rl P 1B R A sl 7 98 0 g i 38 22 O o 2 A4 FH 5 s L
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N EE g m AR T ZEME SIS R e LA T . o, B A 15 B 2 — IR AR (a9
KB

T RE AR OB A G LS, SRR AT il B B BT A — 0 BDRZS ( Gervais 48,2011) . AR
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TR R B 2B IRIE T IEAT DR SR A5 S MEBERLN, o [RIINE, AT A BEAREAE 15 28 w5t SR AR OG, R
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11 R 4 Al IR R R B, A PR A AR R 8 A R 1, M T T e 2 PSR i S SRR i B A
BRI
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AT B BIBE , SRR 2 2006, 3 5 I PR 4 07 s BREREL X152 (2013 ) o ph 2 2F Se il SCAR A #R B SO Ak 22 5+
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(2012) B3, 3 FE ARSI AR THOMAUET 8 A, A5 3 2 19 & R S & FIHZ AL, 76 7] S50 & 5% A
fih LARAS T R BIHT AU . EAb, Gervais 55 (2011 ) IA R, MHAS PR HE S AR MWAEHANE R E
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AW N e dt Y H 2 g | B AL O AP SCAE TR A T fi# o Russo & Schoemaker(1992) 45 i, iIX 8647 £
g n] DIAE—E L LRGBS AR AT, R E— 58 R B L 2R aed JEE A/ B A 2208 RSN Il
BT AR B R 22 o SR MBS B, T PRI I TR B 5 B A AU 45 52 ) IR A8 LR
(T IF, 2009 ) , 52 5 1ii 25 42 XU 18 6 J2: 18 00 F AR Aol 28 78 8 B e | B B8 0 3P AG A 243 i 2R 1%, 22 5
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Year Pl
Industry ) AR
Adj - R 0. 155 0. 168 0. 177 0.202
N 233

Wm0 T AR 10% 5% T 1% B R R K
BORER R : A SCHE
83



XUk, R R A S ek PR SR

(2) ¥ 2B FENLLLFT AR BE R AL 1 T W S 155 , a3k % 2010—2014 4E A REAS T B 015, 3R 7 o 848
EGORNRER IR 3l o Noae S R e

%7 BRMRRER 2
- i 0 R | i 2 o 4
AREL
- P T R 7 (i P T i R T i
ocC -0.139™ -2.077 -0.234™ -2.822 -0.201 ™ -2.653
CD -0. 050 -0. 659
0C xCD 0.175" 1. 948
0S -0.259 " -3.246
0C x 0S 0.202 " 2.303
RS —0.247 ™ -3.967 —-0.250 " -4.032 -0.253" -3.964 -0.261"" -4.304
Cash 0. 098 1. 443 0. 082 1.211 0.092 1.357 0.103 1.532
Stake -0.146™ -2.289 -0.144™ -2.278 -0.136™ -2.117 -0.174™" -2.771
PS -0. 096 -1.406 -0.116" -1.701 -0.101 —-1.456 -0.150™ -2.209
Year P A 1
Indusiry B R
Adj—l’?2 0. 156 0.169 0.176 0.202
N 167
HELt bR 10% 5% 1% (kT

BORR YR A SR P

(3) BRI AS R o S ORUE SRS, SR i w] S, AR SCHE— P 4a ] 148 B J2 i Al 2 A ARG I 2R
[ Fsf 5 | A5 5 | AR (4 I W) XL T T S RS A0 e L B0 g 4 0, 42 ) 2 00 181 3R 6T 3 g S5 3807 K 1) 5%
Wi o LA BB RIS, o Age Y SR 22 )l 5P 4R, Term #2353 F AT 3015 34 =>4
MVAFEAR B, Lev 4 33605 5045 - 2430195 72 G 50K , Size S £ IFAV W7 7= B, State FrRAlb S2PR¥EHI AT
Jot, KT AT Al A BT, A5 U O 5 45855 5 | A i) 3 B AR AT = A, 0 X7 R T 7 U, A
SCZ IR Di Mauro(2000) B BIESE, SR HIAF BE GDP 38R I X7 T 3 L, Herfr, CGDP 3275 3 Wl 4 J% v [
GDP,HGDP 375733 [€) GDP, Distan J2:F [ M 7R 18 [ 15 40 i 3t BB 5, GDP K g Aicdis B | i 5 AR AT 1 A
AR . E X F2 97 F B R IR0 GDP KB BT B B, [N S5 R Nk 8 i, i T4
DI A= BIEY s AR SR B v = T S e =TI S L R N e ) G

%38 BRI IR 3
- im0 o 1 Wim 2 Wom 4
- R T i R T K R Tl R T i
oc -0.019° -1.74 -0.039 "™ -2.92 -0.031™ -2.65
CD -0. 007 -0.67
0C xCD 0.022™ 2.49
0S —-0.044 " -3.07
0C x 0S 0.070 ™ 2.85

84



.. Y 0 I 1 Ay 2 Al 4
E T{H AR T i AR TfH R T{H
RS -0.075™" -3.63 -0.077 "™ -3.74 -0.075™ -3.59 -0.083 "™ -4.14
Cash 0. 003 1.38 0.003 1.33 0. 004 1.58 0. 004 1. 60
Stake -0.020" -1.97 -0.019° -1.91 -0.017" -1.69 -0.024™ -2.38
PS -0. 005 -0.16 -0.014 -0.44 0. 002 0.05 -0.029 -0.94
Age 0. 000 0.02 -0.000 -0.15 —-0.000 -0.08 0. 001 0. 46
Term -0.000 -0.36 -0. 000 -0.31 -0.000 -0.31 -0. 000 -0.68
Lev 0. 022 0. 81 0. 021 0.75 0. 001 0.02 0. 020 0.73
Stize -0.013™" -3.37 -0.013™ -3.38 -0.013™ -3.39 -0.012™ -3.23
State 0.030™ 2.20 0.029™ 2.14 0.025" 1. 84 0.025" 1.87
CGDP -0.041" -1.86 -0.042" -1.94 -0.060™ -2.60 -0.046™ -2.17
HGDP 0. 007 1.33 0. 006 1. 06 0. 006 1.15 0. 005 1.01
Distan -0.010 -1.03 -0. 009 -0.97 -0. 006 -0.36 -0.008 -0.81
Year Pl A
Industry Pl A
Adj - R 0.192 0.202 0.211 0.244
N 198

TE: VT UM 10% 5% 1% A MK OF
BORRR R A< SCHE

AN
A i 2006—2014 AF [E] Fe 15 A BAE SRR B 2w R 233 i [ BRI IS REA K 1R
Sl BE A A0 E BRI F G ST MR, TS UE T3 BE A A5 0 K S0 O I 251 20 35 97 1 52 0 A SR Al L i —
A s I U5 SC A I 85 R = 2 v A1 22 D A BE R ST T 6 2% G 1) B WA R I VR o SRS SR A
TR B EE RIS 7S B S, P e AR AR /Y [ BROE I, R S R R T AR
AR SRR Al o A St P o W A v, 0 58 0 J 008 B o 38 15 o BHLABE i ) 00 1 52 0, A
R i 2 F) R TE AN A 22 368 5 5 W 52 5 PR A, 3 2 A O W Jim B 5 o A AR Aok O I g R I B 2. L, O
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The Board’s Overconfidence and the International M&A Performance
LIU Bai, LIANG Chao
(Business School , Jilin University, Changchun, Jilin, 130012, China)

Abstract ; With the scale expansion of Chinese enterprises’ international M&A , the long-term performance of
M&A has shown declining signs. Since the traditional financial perspective has been unable to fully explain the de-
cline in operating results, we need to return to decision-making subject to research. Classical financial theory holds
that the behavioral subject is rational and judged according to the principle of risk-return in decision-making. The
research of behavioral finance has shown that manager is always more or less bounded rational ,leading to the inabil-
ity to fully comply with traditional financial decision-making principles and making business decisions deviate from
optimal choice ,thereby undermining corporate value. Overconfidence is considered to be the most robust finding of
the manager’s psychological bias, which displays the feature of “overestimating the benefits, underestimating the
risk”. Unlike managers with empire-building preferences, who consciously disregard shareholders’ interests , overcon-
fident CEOs believe they are maximizing value. Scholars have already demonstrate overconfident managers may over-
pay for target companies and undertake value-destroying mergers for they overestimating their ability to generate re-
turns. However, as the higher uncertainty and complexity in international mergers and acquisitions, the role of over-
confidence in international M&A has not being fully uncovered.

Based on the theory of organizational learning and behavioral finance, this paper focuses on the impact of the
board of director’s overconfidence on the long-term performance in international mergers and acquisitions, so as to
further studies how to reduce the adverse effects of overconfidence. The paper argues that overconfident managers
are likely to make lower-quality international M&A due to the overestimation of future returns from
acquisitions. However, compared to the rational managers, overconfident managers are more willing to study new
plans, and they are more likely to learn advanced knowledge in the M&A which have a long culture distance and
improve the M&A performance. Besides , the overseas experience of the directors may also correct the cognitive devi-
ation from overconfidence in the international M&A for their standing of overseas operation. To test these theoretical
propositions , the paper uses the data of listed companies in Shanghai and Shenzhen Stock Exchanges in China which
have successfully implemented international mergers and acquisitions from the year 2006 to 2014 ,and use the board
of directors’ voluntary holding of the stock as the proxy of managers’ overconfidence. The empirical results show that
the board’s overconfidence has a significantly negative impact on the international M&A performance. A further re-
search shows that the cultural distance between the two sides and the overseas experience of the board members can
significantly reduce the negative effect. The result of the research demonstrate that the manager’s psychological bias
have a significant impact on the international M&A performance which supplement the study of overconfidence in
the field of international mergers and acquisitions. Overconfidence provides an alternative interpretation of agency
problems in firms and of the origin of private benefits. Thus, standard incentive contracts and traditional corporate
governance are unlikely to correct their sub-optimal decisions. Furthermore , the results also shed light on M&A prac-
tices and organizational design. The results show that the choice of M&A target and the change of corporate govern-
ance structure can reduce the decision-making bias caused by the overconfidence of the board, which provides evi-
dence for perfecting the decision-making mechanism of the board of directors.

This research explores the impact of managers’ irrational factors and improves international M&A performance
from the perspectives of psychological characteristics, the choice of target companies and corporate governance,
which breaks through the scope of original financial point of view to explain the performance of mergers and acquisi-
tions , complementing the changes of situation and the personnel characteristics. The findings also enrich the behavior
of financial theory and practice content.

Key Words: the board’s overconfidence; cultural distance; overseas background of directors; international
M&A performance
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