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The effect of Managerial Overconfidence on the earnings quality

Yad-o-llah Tariverdy

Saeed Vahedian*

Abstract

Although the companies reported earnings number, the main component is considered as
decision making fundamental principles in the capital markets, However earnings quality,
beneficial role in the decision-making process plays. In this regard, managers behavioral and
personality characteristics, an important factor in management decisions Considered to be
concerning investment, financing, dividend and accounting policy; Therefore existence of the
feature overconfidence in managers are effective on the how to identify profit and loss and the
carrying amount of assets and liabilities. Hence, aim of this study analyze role of the
characteristics of the behavior of managers in financial reporting, to investigate the effect of
management overconfidence on the earnings quality. In order to test the research hypotheses,
the 105 companies listed on Tehran Stock Exchange during period between 2011 to 2015 was
select. First to sixth hypothesis test results indicate that between the criteria of management
overconfidence with unconditional and conditional conservatism, accruals quality and
earnings sustainability significant negative relationship and between management
overconfidence with the criteria of earnings predictability and smoothing be positive and
significant relationship exists. The seventh hypothesis test results indicate that between
management overconfidence with the relevance value criteria not a significant relationship.

Keywords: earnings quality, management overconfidence, conservative accounting, earnings
smoothing, accruals quality
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