
8/20/2020 How ‘overconfident’ CEOs borrow short

https://ioandc.com/how-overconfident-ceos-borrow-short/ 1/2

TRENDING Maryann Mannix-White to depart AIST

YOU ARE AT: Home » Investor Strategy News » How ‘overcon�dent’ CEOs borrow short

Search... 

ABOUT US  NEWS ANALYSIS INTERVIEWS EVENTS  CONTACT US

LATEST POSTS POPULAR POSTS

AUGUST 16, 2020

Lessons from Israel: how Austra
should cultivate a VC industry

AUGUST 16, 2020

Schroders reaches beyond publi
markets

AUGUST 16, 2020

The next big shock: what invest
should be doing now

 0

INVESTOR STRATEGY NEWSBY IO&C ON OCTOBER 2, 2017

Robert Fa�Robert Fa�

How ‘overcon�dent’ CEOs borrow short 

Overcon�dent public company CEOs are more likely to destroy shareholder activity through M&A activity,

as has been well documented, but recent Australian research shows they are also likely to favour a higher

proportion of short-term debt, which can exacerbate the problem.

In a short presentation at the Investment Management Research (IMR) Conference at the University of Technology,

Sydney last week, Professor Robert Fa� of the University of Queensland, said that overcon�dent CEOs favour short-

term debt – with maturity of one, two or three years – because they think they can re�nance when the market

becomes aware of the “good news” for their company’s activities.

They are also likely to:

have a higher-than-average proportion of very short-term debt – less than 12 months

be undeterred by creating higher liquidity risks, and

have lower syndicated loan costs.

The research de�ned ‘overcon�dence’ based on executive option behaviour – betting above the market on a

company’s future share price. It involved a study of 931 �rms between 2006-2010.

Fa�’s work on the subject, involving a series of papers, has been in conjunction with Ronghong Huang and Kelvin Jui

Keng Tan.

The IMR conference, which is a collaboration between UTS and the Portfolio Construction Forum, was held at the

UTS Sydney campus on September 28-29. More than 100 academics and practitioners attended.

(See other reports this issue.)

      SHARE.       

https://ioandc.com/maryann-mannix-white-to-depart-aist/
https://ioandc.com/
http://www.heitman.com/
https://ioandc.com/
https://ioandc.com/category/investor-strategy-news/
https://ioandc.com/about-us/
https://ioandc.com/news/
https://ioandc.com/investor-strategy-news/
https://ioandc.com/friday-interview/
https://ioandc.com/my-platform-rules/
https://ioandc.com/contact-us/
https://ioandc.com/lessons-from-israel-how-australia-should-cultivate-a-vc-industry/
https://ioandc.com/schroders-reaches-beyond-public-markets/
https://ioandc.com/the-next-big-shock-what-investors-should-be-doing-now/
https://www.heitman.com/
https://ioandc.com/category/investor-strategy-news/
https://ioandc.com/author/admin/
https://ioandc.com/wp-content/uploads/2017/10/3-Robert-Faff-web.jpg
http://twitter.com/home?status=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F
http://www.facebook.com/sharer.php?u=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F
http://plus.google.com/share?url=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F
http://pinterest.com/pin/create/button/?url=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F&media=https%3A%2F%2Fioandc.com%2Fwp-content%2Fuploads%2F2017%2F10%2F3-Robert-Faff-web.jpg
http://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F
http://www.tumblr.com/share/link?url=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F&name=How+%E2%80%98overconfident%E2%80%99+CEOs+borrow+short
mailto:?subject=How%20%E2%80%98overconfident%E2%80%99%20CEOs%20borrow%20short&body=https%3A%2F%2Fioandc.com%2Fhow-overconfident-ceos-borrow-short%2F
https://ioandc.com/lessons-from-israel-how-australia-should-cultivate-a-vc-industry/
https://ioandc.com/schroders-reaches-beyond-public-markets/
https://ioandc.com/the-next-big-shock-what-investors-should-be-doing-now/


8/20/2020 How ‘overconfident’ CEOs borrow short

https://ioandc.com/how-overconfident-ceos-borrow-short/ 2/2

 0

 0

 0

POPULAR POSTS

MAY 22, 2016

UK fund fee furore a must-watch for
all managers

MAY 15, 2016

Risk premia investing: hedge funds
win out

AUGUST 16, 2020

Lessons from Israel: how Australia
should cultivate a VC industry







https://ioandc.com/uk-fund-fee-furore-a-must-watch-for-all-managers/#respond
https://ioandc.com/risk-premia-investing-hedge-funds-win-out/#respond
https://ioandc.com/lessons-from-israel-how-australia-should-cultivate-a-vc-industry/#respond
https://ioandc.com/uk-fund-fee-furore-a-must-watch-for-all-managers/
https://ioandc.com/risk-premia-investing-hedge-funds-win-out/
https://ioandc.com/lessons-from-israel-how-australia-should-cultivate-a-vc-industry/
https://ioandc.com/uk-fund-fee-furore-a-must-watch-for-all-managers/
https://ioandc.com/risk-premia-investing-hedge-funds-win-out/
https://ioandc.com/lessons-from-israel-how-australia-should-cultivate-a-vc-industry/

