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Longholder Size Q Cash Flow
Stock
Ownership

Vested
Options

Corporate
Governance

Longholder 1.00

Size -0.09 1.00

Q 0.09 -0.31 1.00

Cash Flow 0.13 -0.25 0.46 1.00

Stock Ownership -0.03 -0.19 0.11 0.16 1.00

Vested Options 0.18 -0.18 0.09 0.18 0.10 1.00

Corporate Governance 0.04 -0.37 0.12 0.12 0.20 0.08 1.00

Longholder Age
Pres &
Chm Tenure

Longholder 1.00

Age -0.04 1.00

President and Chairman 0.00 -0.03 1.00

Tenure 0.10 0.39 0.01 1.00

Longholder Fin. Ed. Tech. Ed.
Longholder 1.00

Finance Education 0.06 1.00

Technical Education -0.02 -0.09 1.00

Panel C. Correlations with CEO Characteristics (II): Educational Background (N =2164)

Table 3. Correlations with Overconfidence Measure
Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year before
expiration. Size is the log of assets at the beginning of the year. Q is the market value of assets over the book value of assets at the beginning of the
year. Cash flow is earnings before extraordinary items plus depreciation and is normalized by capital at the beginning of the year. Stock ownership is
the fraction of company stock owned by the CEO and his immediate family at the beginning of the year. Vested options are the CEO's holdings of
options that are exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied
by 10 so that the mean is roughly comparable to stock ownership. Corporate governance is a binary variable where 1 signifies that the board of
directors has between four and twelve members.

Panel A. Correlations with Firm Characterisitcs (N =3690)

Panel B. Correlations with CEO Characteristics (I) (N =3663)

Technical Education is a dummy variable equal to 1 if the CEO has "technical education," i.e. an undergraduate or graduate degree in engineering,
physics, operations research, chemistry, mathematics, biology, pharmacy, and other applied sciences.



logit logit logit logit
Random

Effects logit
Fixed Effects 

logit
(1) (2) (3) (4) (5) (6)

Size 0.9046 0.8733 0.8683 0.8600 0.6234
(1.80)* (1.95)* (1.60) (2.05)** (2.60)***

Qt-1 0.7719 0.7296 0.6651 0.7316 0.8291
(2.85)*** (2.97)*** (2.37)** (2.70)*** (1.11)

Cash Flow 1.9631 2.0534 2.1712 2.1816 2.6724
(3.75)*** (3.93)*** (2.35)** (3.68)*** (2.70)***

Stock Ownership 1.1212 1.2905 0.4126 1.3482 0.8208
(0.13) (0.30) (0.67) (0.28) (0.11)

Vested Options 1.5912 1.5059 1.9596 0.9217 0.2802
(2.56)** (1.96)* (1.46) (0.19) (2.36)**

Corporate Governance 0.6697 0.6556 0.6125 0.7192 1.0428
(3.02)*** (3.08)*** (2.89)*** (2.17)** (0.21)

Longholder 1.6831 1.5904 1.5557 1.5423 1.7006 2.5303
(2.98)*** (2.72)*** (2.58)*** (1.90)* (3.09)*** (2.67)***

Industry Fixed Effects no no no yes no no
Year Fixed Effects no no yes yes yes yes
Industry*Year Effects no no no yes no no

Observations 3690 3690 3690 2192 3690 2261
Number of Firms 327 184

Table 4. Do Overconfident CEOs Complete More Mergers?

Robust z statistics in parentheses.  Constant included.
* significant at 10%; ** significant at 5%; *** significant at 1%

The dependent variable is binary where 1 signifies that the firm made at least one merger bid that was eventually successful in a particular firm
year. Size is the log of assets at the beginning of the year. Q is the market value of assets over the book value of assets. Cash flow is earnings
before extraordinary items plus depreciation and is normalized by capital at the beginning of the year. Stock ownership is the fraction of company
stock owned by the CEO and his immediate family at the beginning of the year. Vested options are the CEO's holdings of options that are
exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied by 10 so that
the mean is roughly comparable to stock ownership. Corporate governance is a binary variable where 1 signifies that the board of directors has
between four and twelve members.
Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year before
expiration. The fixed effects logit model is estimated consistently using a conditional logit specification. Standard errors in columns 1-3 are
robust to heteroskedasticity and arbitrary within-firm serial correlation. Standard errors in column 4 are robust to heteroskedasticity and arbitrary
within-industry correlation, where industries are measured using the 48 Fama and French industry groups (1997). Coefficients are presented as
odds ratios. 



(1) (2) (3)
Size 0.8599 0.8600 0.8600

(2.05)** (2.05)** (2.05)**

Qt-1 0.7303 0.7313 0.7317
(2.71)*** (2.70)*** (2.69)***

Cash Flow 2.1713 2.1767 2.1827
(3.65)*** (3.66)*** (3.67)***

Stock Ownership 1.3454 1.3465 1.3486
(0.28) (0.28) (0.28)

Vested Options 0.9108 0.9189 0.9223
(0.22) (0.20) (0.19)

Corporate Governance 0.7189 0.7192 0.7192
(2.17)** (2.17)** (2.17)**

3 Final Years of a Longheld Option 1.5399
(1.86)*

4 Final Years of a Longheld Option 1.6626
(2.41)**

5 Final Years of a Longheld Option 1.7072
(2.68)***

Remaining Longholder CEO years 1.8045 1.7371 1.6916
(3.04)*** (2.68)*** (2.39)**

Year Fixed Effects yes yes yes
Observations 3690 3690 3690
Number of Firms 327 327 327

Table 5. Timing of Mergers and Inside Information

z statistics in parentheses.  Constant included.
* significant at 10%; ** significant at 5%; *** significant at 1%

All firm years included. The dependent variable is binary where 1 signifies that the firm made at least one merger bid that was eventually
successful in a particular firm year. Size is the log of assets at the beginning of the year. Q is the market value of assets over the book value
of assets. Cash flow is earnings before extraordinary items plus depreciation and is normalized by capital at the beginning of the year. Stock
ownership is the fraction of company stock owned by the CEO and his immediate family at the beginning of the year. Vested options are the
CEO's holdings of options that are exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding.
Vested options are multiplied by 10 so that the mean is roughly comparable to stock ownership. Corporate governance is a binary variable
where 1 signifies that the board of directors has between four and twelve members. 
'x' Final Years of a Longheld Option is a binary variable where 1 signifies the last 'x' years of the duration of one of the longholder CEO's

longheld options. Remaining longholder CEO years are the years of a longholder CEO's tenure that do not fall in the 'x' final years of a
longheld option.  Regressions are logit with random effects.  Coefficients are presented as odds ratios.



Percentile
10th
20th
30th
40th
50th
60th
70th
80th
90th
Mean

Standard Deviation

logit
Random

Effects logit
Fixed Effects 

logit
(1) (2) (3)

Size 0.8721 0.8598 0.6251
(1.93)* (1.99)** (2.46)**

Qt-1 0.7259 0.7347 0.8806
(2.86)*** (2.54)** (0.74)

Cash Flow 2.0042 2.1030 2.8787
(3.49)*** (3.22)*** (2.64)***

Stock Ownership 1.5555 1.5853 0.7498
(0.51) (0.42) (0.15)

Vested Options 2.8574 1.7361 0.4921
(1.36) (0.53) (0.51)

Corporate Governance 0.6220 0.6823 1.0343
(3.31)*** (2.45)** (0.16)

Longholder: Did OK 1.2015 1.2082 1.1555
(0.74) (0.80) (0.27)

Longholder: Should Have Exercised 1.8277 1.9591 4.4648
(1.95)* (2.32)** (2.32)**

Year Fixed Effects yes yes yes
Observations 3532 3532 2111
Number of Firms 318 172
Robust z statistics in parentheses.  Constant included.
* significant at 10%; ** significant at 5%; *** significant at 1%

Panel B. Do "Mistaken" Holders Drive the Acquisitiveness Result?
The dependent variable is binary where 1 signifies that the firm made at least one merger bid that was eventually successful in a particular firm
year. Size is the log of assets at the beginning of the year. Q is the market value of assets over the book value of assets. Cash flow is earnings
before extraordinary items plus depreciation and is normalized by capital at the beginning of the year. Stock ownership is the fraction of
company stock owned by the CEO and his immediate family at the beginning of the year. Vested options are the CEO's holdings of options that
are exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied by 10 so
that the mean is roughly comparable to stock ownership. Corporate governance is a binary variable where 1 signifies that the board of directors
has between four and twelve members.
Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year before
expiration. Longholder: Did OK is 1 for CEOs for whom Longholder is 1 and who did better by holding at least as many times as they would
have done better by exercising longheld options a year earlier. Longholder: Should Have Exercised is 1 for CEOs for whom Longholder is 1 and
who would have done better by exercising a year earlier more times than they did better by holding. The fixed effects logit model is estimated
consistently using a conditional logit specification. Standard errors in column 1 are robust to heteroskedasticity and arbitrary within-firm serial
correlation. Coefficients are presented as odds ratios. Longholders whose longheld options were not at least 40% in the money at the beginning
of their final year are excluded.

Table 6. Are Overconfident CEOs Right to Hold their Options?

0.39
0.03

-0.05

0.03
0.10
0.19

0.27

Panel A. Returns
For each option that is held until expiration and that is at least 40% in the money at the beginning of its final year, we calculate the return the
CEO would have gotten from instead exercising the option a year sooner and investing in the S&P 500. We assume exercise both in the final year
and in the hypothetical year occur at the maximum stock price during that year. 

-0.03

Return
-0.24
-0.15
-0.10



logit
Random

Effects logit
Fixed Effects 

logit
(1) (2) (3)

Size 0.9125 0.9047 0.5940
(1.31)* (1.36) (2.65)***

Qt-1 0.7234 0.7302 0.8434
(2.63)*** (2.38)** (0.85)

Cash Flow 1.7670 1.8825 2.0624
(2.83)*** (2.79)*** (2.27)**

Stock Ownership 0.6436 0.7004 0.5843
(0.49) (0.29) (0.21)

Vested Options 3.8995 2.4668 0.2675
(2.16)** (1.09) (1.06)

Corporate Governance 0.6494 0.7049 1.0718
(3.04)*** (2.29)** (0.34)

Returnst-1 1.4801 1.4467 1.1424
(1.61) (1.62) (0.54)

Returnst-2 1.2539 1.2391 1.0474
(1.15) (1.01) (0.20)

Returnst-3 1.0635 1.0405 0.9262
(0.31) (0.19) (0.35)

Returnst-4 1.3548 1.3452 1.2513
(1.40) (1.37) (0.98)

Returnst-5 1.2334 1.2202 1.1539
(1.03) (0.95) (0.66)

Longholder 1.5048 1.6184 2.4628
(2.33)** (2.83)*** (2.56)**

Year Fixed Effects yes yes yes
Observations 3479 3479 2157
Number of Firms 305 173
Robust z statistics in parentheses.  Constant included.
* significant at 10%; ** significant at 5%; *** significant at 1%

Table 7. Control for Returns
The dependent variable is binary where 1 signifies that the firm made at least one merger bid that was eventually successful in a particular
firm year. Size is the log of assets at the beginning of the year. Q is the market value of assets over the book value of assets. Cash flow is
earnings before extraordinary items plus depreciation and is normalized by capital at the beginning of the year. Stock ownership is the
fraction of company stock owned by the CEO and his immediate family at the beginning of the year. Vested options are the CEO's holdings
of options that are exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding. Vested options are
multiplied by 10 so that the mean is roughly comparable to stock ownership. Corporate governance is a binary variable where 1 signifies
that the board of directors has between four and twelve members. Returns are the natural logarithm of 1 plus the annual return on company
equity.
Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year
before expiration. The fixed effects logit model is estimated consistently using a conditional logit specification. Standard errors in column 1
are robust to heteroskedasticity and arbitrary within-firm serial correlation.  Coefficients are presented as odds ratios.



logit
Random

Effects logit
Fixed

Effects logit logit
Random

Effects logit
Fixed

Effects logit
(1) (2) (3) (4) (5) (6)

Size 1.0153 1.0227 0.8466 0.6915 0.6555 0.3879
(0.20) (0.25) (0.70) (3.73)*** (3.75)*** (3.43)***

Qt-1 0.7341 0.7293 0.8643 0.6998 0.7097 0.7516
(2.33)** (2.00)** (0.59) (2.39)** (2.13)** (1.15)

Cash Flow 1.9730 2.2331 3.1159 2.1259 2.0717 2.7895
(3.03)*** (3.10)*** (2.65)*** (3.17)*** (2.40)** (1.80)*

Stock Ownership 2.4749 2.1750 0.1895 0.6328 0.7951 2.5200
(0.84) (0.58) (0.64) (0.34) (0.15) (0.37)

Vested Options 1.6428 1.2012 0.5975 0.8585 0.5298 0.1630
(3.31)*** (0.41) (0.94) (0.61) (1.06) (2.00)**

Corporate Governance 0.5342 0.5726 0.8255 0.8411 0.9331 1.3414
(3.49)*** (2.90)*** (0.74) (0.85) (0.31) (1.03)

Longholder 1.6008 1.7763 3.1494 1.3762 1.4498 1.5067
(2.40)** (2.70)*** (2.59)*** (1.36) (1.47) (0.75)

Year Fixed Effects yes yes yes yes yes yes
Observations 3690 3690 1577 3690 3690 1227
Number of Firms 327 128 327 100

* significant at 10%; ** significant at 5%; *** significant at 1%

The dependent variable in panel 1 is binary where 1 signifies that the firm made a diversifying merger bid that was eventually successful in a
particular firm year. The dependent variable in panel 2 is binary where 1 signifies that the firm made a within-industry merger bid that was
eventually successful in a particular firm year. Industries are the 48 Fama and French industry groups (1997). Size is the log of assets at the
beginning of the year. Q is the market value of assets over the book value of assets. Cash flow is earnings before extraordinary items plus
depreciation and is normalized by capital at the beginning of the year. Stock ownership is the fraction of company stock owned by the CEO and
his immediate family at the beginning of the year. Vested options are the CEO's holdings of options that are exercisable within 6 months of the
beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied by 10 so that the mean is roughly comparable to
stock ownership.  Corporate governance is a binary variable where 1 signifies that the board of directors has between four and twelve members. 

Table 8. Diversifying and Same-Industry Mergers

Panel 1.  Diversifying Mergers Panel 2.  Within Industry Mergers

Robust z statistics in parentheses.  Constant included.

Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year before
expiration. The fixed effects logit model is estimated consistently using a conditional logit specification. Standard errors in columns 1 and 4 are
robust to heteroskedasticity and arbitrary within-firm serial correlation.  Coefficients are presented as odds ratios.
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Cash and 
Debt Stock Comb.

odds (cash 
v. stock)

odds (cash 
v. other)

odds ratio 
(v stock)

odds ratio 
(v other)

Overconfident
CEOs 46.95% 36.15% 16.90% 1.30 0.88 1.01 1.12
Non-
overconfident
CEOs 44.05% 34.34% 21.61% 1.28 0.79

Cash and 
Debt Stock Comb.

odds (cash 
v. stock)

odds (cash 
v. other)

odds ratio 
(v stock)

odds ratio 
(v other)

Overconfident
CEOs 45.59% 41.18% 13.24% 1.11 0.84 1.12 1.55
Non-
overconfident
CEOs 35.03% 35.53% 29.44% 0.99 0.54

logit logit logit
(1) (3) (4)

1.1016 0.7037 1.0911
(0.39) (1.17) (0.25)

0.5201 0.5025
(3.22)*** (3.38)***

1.7834 1.1349
(0.35) (0.06)

0.7112 0.5941
(0.84) (1.27)

1.0011 1.0012
(1.24) (0.95)

0.7653 0.6909 0.6456
(1.14) (1.52) (1.70)*

4.2664 3.9958 2.4728
(2.71)*** (2.57)** (1.61)

no no yes
441 394 394

Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last
year before expiration. UV * Longholder is the interaction of those two variables. Standard errors are robust to heteroskedasticity
and arbitrary within-firm serial correlation.  Coefficients are presented as odds ratios.

0.5218
(3.61)***

logit
(2)

0.6976
(1.31)

0.7820

Qt-1

Stock Ownership

Vested Options

Sample includes all merger bids that were eventually successful. The dependent variable is binary where 1 signifies that the bid was
financed using only cash and debt. Undervalued is a binary variable where 1 indicates that Q at the beginning of the year was less
than or equal to 1. Q is the market value of assets over the book value of assets. Stock ownership is the fraction of company stock
owned by the CEO and his immediate family at the beginning of the year. Vested options are the CEO's holdings of options that are
exercisable within 6 months of the beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied
by 10 so that the mean is roughly comparable to stock ownership. Merger size is the amount the acquiror paid for the target as a
fraction of acquiror value (for SDC mergers, amount paid is the value of the transaction; for CRSP mergers, it is the market value of
the target the day after the announcement.  When both variables are present, we use the minimum).

Year Fixed Effects

Merger Size

Longholder

UV * Longholder

* significant at 10%; ** significant at 5%; *** significant at 1%

no

Robust z statistics in parentheses.  Constant included.
Observations

(2.72)***

441

4.2177
(1.09)

Panel A. All Mergers with Disclosed Method of Payment

Panel B. Mergers where Target Value is at Least 25% of Acquiror Value

Table 10.  Merger Financing and Overconfidence

Panel C. Regressions

Undervalued (UV)
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Longholder
TOTAL-
confident

TOTAL-
mentions

Longholder 1.00

TOTALconfident 0.11 1.00

TOTALmentions 0.04 0.26 1.00

TOTAL-
confident

TOTAL-
mentions Size Q Cash Flow

CEO
Owner-
ship

CEO
Vested
Options

Corporate
Governance

TOTALconfident 1.00

TOTALmentions 0.26 1.00

Size 0.13 0.31 1.00

Q 0.04 0.03 -0.31 1.00

Cash Flow 0.00 0.14 -0.25 0.46 1.00

CEO Ownership 0.04 0.17 -0.19 0.11 0.16 1.00

CEO Vested Options 0.05 0.04 -0.18 0.09 0.18 0.10 1.00

Corporate Governance -0.10 -0.10 -0.37 0.12 0.12 0.20 0.08 1.00

TOTAL-
confident

TOTAL-
mentions Age

Pres & 
Chm Tenure

TOTALconfident 1.00

TOTALmentions 0.26 1.00

Age -0.11 0.03 1.00

President and Chairman 0.03 0.00 -0.03 1.00

Tenure -0.02 0.09 0.39 0.01 1.00

TOTAL-
confident

TOTAL-
mentions

Finance
Education

Technical
Education

TOTALconfident 1.00

TOTALmentions 0.26 1.00

Finance Education 0.11 -0.04 1.00

Technical Education -0.05 0.05 -0.09 1.00

Panel A. Press Confidence Measures with Longholder.  (N = 3448)

Panel D. Press Confidence Measures with CEO Education.  (N = 2110)

TOTALconfident is a dummy variable equal to 1 when the number of "confident" and "optimistic" mentions in the LexisNexis and Factiva.com searches
exceeds the number of "not confident", "not optimistic", and "reliable, cautious, practical, conservative, steady, frugal" mentions. TOTALmentions is the
total number of articles mentioning the CEO in the two search sets. Size is the natural logarithm of assets at the beginning of the year. Q is the market value
of assets over the book value of assets at the beginning of the year. Cash flow is earnings before extraordinary items plus depreciation and is normalized by
capital at the beginning of the year. CEO ownership is the fraction of company stock owned by the CEO and his immediate family at the beginning of the
year. CEO vested options are the CEO's holdings of options that are exercisable within 6 months of the beginning of the year, as a fraction of common
shares outstanding. Vested options are multiplied by 10 so that the mean is roughly comparable to stock ownership. Corporate governance is the number of
directors who currently serve as CEOs of other companies. 

Table 12.

Panel B. Correlations of Press Coverage with Firm Characteristics . (N  = 3448)

Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option package until the last year before expiration.
Technical Education is a dummy variable equal to 1 if the CEO has "technical education," i.e. an undergraduate or graduate degree in engineering, physics,
operations research, chemistry, mathematics, biology, pharmacy, and other applied sciences.

Panel C. Press Confidence Measures with CEO Characteristics . (N = 3525)



logit
Random

Effects logit
Fixed

Effects logit logit
Random

Effects logit
Fixed

Effects logit
(1) (2) (3) (4) (5) (6)

Size 0.9270 0.9385 0.8585 0.6044 0.5605 0.3788
(0.88) (0.66) (0.64) (4.88)*** (4.74)*** (3.53)***

Qt-1 0.7185 0.7126 0.8728 0.6842 0.6852 0.7563
(2.56)** (2.20)** (0.56) (2.54)** (2.36)** (1.13)

Cash Flow 1.9805 2.2542 3.3917 1.9001 1.9073 2.8360
(2.92)*** (3.14)*** (2.80)*** (2.55)** (2.12)** (1.85)*

CEO ownership [in %] 1.0711 1.0020 0.5056 0.1814 0.1103 0.1693
(0.06) (0.00) (0.26) (1.42) (1.32) (0.55)

CEO vested options 1.6016 1.2355 0.5813 0.8717 0.5415 0.1773
(3.30)*** (0.48) (1.01) (0.53) (1.01) (1.80)*

Corporate Governance 0.5633 0.5904 0.8135 0.8470 0.9292 1.3037
(3.14)*** (2.75)*** (0.79) (0.81) (0.33) (0.93)

TOTALmentions 1.0005 1.0005 0.9995 1.0014 1.0019 1.0094
(2.07)** (1.18) (0.55) (5.69)*** (3.44)*** (2.03)**

TOTALconfident 1.6971 1.7826 1.5077 1.0424 1.0368 0.8856
(2.95)*** (3.21)*** (1.48) (0.20) (0.16) (0.31)

Observations 3647 3647 1559 3647 3647 1226
Number of Firms 326 128 326 100

Table 13. Press Coverage and Diversifying and Same-Industry Mergers
The dependent variable in panel 1 is binary where 1 signifies that the firm made a diversifying merger bid that was eventually successful in a
particular firm year. The dependent variable in panel 2 is binary where 1 signifies that the firm made a within-industry merger bid that was
eventually successful in a particular firm year. Industries are the 48 Fama and French industry groups (1997). Size is the log of assets at the
beginning of the year. Q is the market value of assets over the book value of assets. Cash flow is earnings before extraordinary items plus
depreciation and is normalized by capital at the beginning of the year. CEO ownership is the fraction of company stock owned by the CEO
and his immediate family at the beginning of the year. CEO vested options are the CEO's holdings of options that are exercisable within 6
months of the beginning of the year, as a fraction of common shares outstanding. Vested options are multiplied by 10 so that the mean is
roughly comparable to stock ownership. Corporate governance is a binary variable where 1 signifies that the board of directors has between
four and twelve members.
TOTALconfident is a dummy variable equal to 1 when the number of "confident" and "optimistic" mentions in the LexisNexis and Wall Street
Journal searches exceeds the number of "not confident", "not optimistic", and "reliable, cautious, practical, conservative, steady, frugal"
mentions. TOTAL mentions is the total number of articles mentioning the CEO in both sets of searches. The fixed effects logit model is
estimated consistently using a conditional logit specification. Standard errors in columns 1 and 4 are robust to heteroskedasticity and arbitrary
within-firm serial correlation.  All regressions include year fixed effects.  Coefficients are presented as odds ratios.

z statistics in parentheses.  Constant included.

Panel 1.  Diversifying Mergers Panel 2.  Within Industry Mergers

* significant at 10%; ** significant at 5%; *** significant at 1%



OLS OLS OLS OLS OLS
(1) (2) (3) (4) (5)

Stock Ownership 0.0703 0.0331 0.0362 0.1113 0.0291
(2.15)** (0.82) (0.86) (1.68)* (0.68)

CEO Vested Options 0.1415 0.1360 0.1416 -0.0517 0.1505
(2.43)** (2.34)** (2.41)** (0.80) (2.49)**

Relatedness 0.0045 0.0048 0.0062 0.0043
(1.29) (1.37) (1.24) (1.24)

Corporate Governance 0.0071 0.0079 0.0036 0.0073
(1.96)* (2.18)** (0.64) (1.98)**

Cash Financing 0.0121 0.014 0.0127 0.0145
(3.67)*** (3.91)*** (2.60)*** (3.99)***

Age -0.0005
(1.46)

Boss 0.0001
(0.04)

Longholder -0.0061 -0.0066 -0.0067 -0.0099 -0.0079
(1.73)* (1.79)* (1.81)* (2.33)** (2.00)**

Industry Fixed Effects no no no yes no
Year Fixed Effects no no yes yes yes
Industry*Year Effects no no no yes no

Observations 759 687 687 687 687
R-squared 0.03 0.06 0.10 0.58 0.10

* significant at 10%; ** significant at 5%; *** significant at 1%
Absolute value of t statistics in parentheses.  Constant included.

Table 14. How Does the Market Respond to Overconfident CEOs' Mergers?

Vested options are the CEO's holdings of options that are exercisable within 6 months of the beginning of the year of the
bid, as a fraction of common shares outstanding. Vested options are multiplied by 10 so that the mean is roughly
comparable to stock ownership. Relatedness is 1 for acquisitions in which the bidder and target firms are in the same
industry. Industries are the 48 Fama and French industry groups (1997). Cash financing is a binary variable where 1
indicates that the acquisition was financed using some combination of cash and debt.

The event window is the day before through the day after the announcement of the (eventually successful) bid. The
dependent variable is the cumulative abnormal return on the bidder's stock from the day before the announcement of the
bid through the day after. Abnormal returns are calculated by taking the daily return on the bidder's common equity and
subtracting expected returns. Expected returns are the daily return on the S&P 500 index. Stock ownership is the fraction
of company stock owned by the CEO and his immediate family at the beginning of the year in which the bid occurs.

Boss is a binary variable where 1 signifies that the CEO is also the president and chairman of the board. Corporate
governance is a binary variable where 1 signifies that the board of directors has between four and twelve members.
Longholder is a binary variable where 1 signifies that the CEO at some point during his tenure held an option until the
last year before expiration. Standard errors in columns 1-3 and 5 are robust to heteroskedasticity and arbitrary within-
firm correlation. Standard errors in column 4 are robust to heteroskedasticity and arbitrary within-industry correlation,
where industries are measured using the 48 Fama and French industry groups (1997).


