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Abstract

Purpose: Research shows that mergers and acquisitions (M&As) often fail,
prompting interest in causes such as overconfident boards and chief executive
officers (CEOs). Evidence from developed markets on CEO overconfidence and
M&A deal characteristics is mixed. Relationships between CEO overconfidence
and four deal characteristics (rationale, size, financing, and number of deals
completed) were examined using data from 119 deals undertaken by South
African listed companies between 2016 and 2023. South Africa has an active,
regulated M&A market, boasting substantial domestic and foreign investor
participation.

Methodology: CEO overconfidence was measured using the conventional
Longholder measure and a novel proxy called the Receptiviti overconfidence
measure. Data were collected from Bloomberg, the acquirers’ annual integrated
reports, the South Africa Competition Commission, and other credible online
sources.

Findings: Contrary to expectations, logistic and cross-sectional regressions
reveal that overconfident CEOs preferred non-diversifying acquisitions. They
also completed significantly more deals during their tenure than their non-
overconfident peers did. The agency and upper echelon theories explain the
findings and provide insights for stakeholders.

Practical Implications: For serial acquirers, effective monitoring by truly
independent non-executive directors is crucial to ensuring that CEO-driven
acquisitions contribute to long-term value creation rather than empire-building.
The incentive compensation of serial acquirers should be based on deal
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completion and long-term performance rather than short-term performance
metrics.

Originality/Value: This study contributes to the limited body of knowledge on
this behavioural bias within emerging markets and proposes an alternative
overconfidence measure for emerging markets, such as South Africa, where the
use of stock options has declined substantially.

Keywords: mergers and acquisitions (M&As); chief executive officer (CEO);
Longholder measure of overconfidence; Receptiviti measure of
overconfidence; agency theory; upper echelon theory

Introduction

The failure rate of mergers and acquisitions (M&As) globally is as high as 90% (Reeves
et al. 2019), with experts predicting little improvement soon (Zhou et al. 2023). While
failure can be defined in many ways, it generally refers to lower-than-expected post-
acquisition sales and gross margins, disappointing share price performance, and large
goodwill write-offs (Lev and Gu 2024). Given the adverse consequences of M&A
failures for shareholders, employees, customers, and other stakeholders (Renneboog
and Vansteenkiste 2019), scholars are intensifying their efforts to identify potential
causes and remedies for failure (Friedman et al. 2015; Grigorieva and Kirakosyan 2022).

Prior research has linked deal underperformance and subsequent failure to certain M&A
deal characteristics, such as the rationale for the deal, premium paid, deal size, financing
structure, and the number of deals previously completed by the CEO (Renneboog and
Vansteenkiste 2019). Several behavioural finance scholars have reported that these deal
characteristics are significantly associated with CEO overconfidence—that is, instances
where CEOs overestimate their own knowledge and abilities (Ferris et al. 2013; Hwang
et al. 2020; Ismail and Mavis 2022). Malmendier and Tate (2008), for example, reported
that overconfident CEOs overestimate their ability to generate returns and, as a result,
pay substantial premiums for target companies and undertake more value-destroying
deals.

Grigorieva and Petrunina (2015) show that the consequences of failed M&As are more
detrimental for shareholders in emerging markets, given weaker regulatory frameworks
and higher costs (Van Wyk et al. 2024). Considering the limited research in these
markets, particularly in Africa (Ellis et al. 2015), South Africa was selected as the
research setting for this study. South Africa is one of the largest industrialised countries
on the African continent and has a robust M&A market (Green and Izzard 2022).
The Johannesburg Stock Exchange (JSE) is also regarded as highly regulated and
efficient (Heymans and Santana 2018). As such, the authors investigated the
relationships between four M&A deal characteristics (deal rationale, deal size, financing
structure, and number of deals completed) and CEO overconfidence in South Africa
from 2016 to 2023.
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A total of 119 acquisitions were identified from the Bloomberg database. CEO
overconfidence was measured by computing two proxies, namely the conventional
Longholder measure (Malmendier and Tate 2005, 2008) and a novel Receptiviti
measure. The biggest disadvantage of Malmendier and Tate’s Longholder measure is
that it ignores other reasons for holding onto options longer, such as tax considerations,
liquidity constraints, and personal risk preferences (Kaplan et al. 2022). Employing an
alternative CEO overconfidence proxy is also important in the South African context,
where stock options as a form of compensation have decreased considerably in recent
years (Steenkamp and Wesson 2018). Advancements in technology offer more effective
ways to measure overconfidence. Rather than deriving assumptions from stock option
exercise decisions, more accurate and timely information can be obtained by applying
language assessment tools to evaluate the level of clout with which a CEO
communicates. Data were collected from various sources, including Bloomberg, the
South African Competition Commission’s website, and the acquirers’ integrated annual
reports and websites. The data were analysed using descriptive statistics, cross-sectional
analysis, and logistic regressions.

The study makes four important contributions to the existing body of knowledge. Prior
research primarily focused on the following four deal characteristics: deal rationale,
premiums, deal size, and financing structure. By including the number of deals
completed as a fifth deal characteristic, this study sheds light on the concept of serial
acquisitions during a CEO’s tenure. It also expands the scope of previous research by
utilising the novel Receptiviti score as a proxy for CEO overconfidence alongside the
established Longholder measure. The empirical results show that these two measures
can be used for the same objective, demonstrating that the Receptiviti score is a valid
and reliable measure of overconfidence. The empirical evidence underscores the pivotal
roles of a CEO’s educational background and nationality in shaping deal rationale and
financing structure, respectively. Although incorporated as control variables, the
findings indicate that these two CEO demographics warrant deeper investigation in the
future. Finally, applying upper echelons theory to the empirical findings provides a new
perspective on the behavioural bias considered and its link to M&A decision-making.
This theory yielded new insights alongside agency theory, which has been
predominantly used in prior studies.

Literature Review, Theoretical Underpinning, and Research Hypotheses

Despite the excitement surrounding business combinations, the majority of M&As fail
(Reeves et al. 2019). Failure is a multifaceted and time-sensitive construct, often
measured in terms of post-acquisition sales, gross margins, share price performance,
and goodwill write-offs (Lev and Gu 2024). Some of the most prominent causes of deal
failure highlighted in the extant literature include insufficient planning, superficial due
diligence investigations, poor timing, cultural clashes, weak human resource
management, and overpayment for targets (Ott 2019; Renneboog and Vansteenkiste
2019; Saleh 2023). Many of these causes have been linked to flawed decision-making
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by C-suite executives, notably CEOs (e.g., Hwang et al. 2020; Ismail and Mavis 2022;
Lev and Gu 2024; Malmendier and Tate 2008).

As the company’s highest-ranking executive, the CEO bears substantial responsibility
for the company’s vision, mission, strategy, and overall success (Neal 2021).
Researchers and practitioners are increasingly adopting the view that a CEO’s
personality, biases, abilities, and demographics play a role in decision-making,
including important strategic decisions regarding M&As (Kaplan et al. 2022). M&As
are among the most crucial and noteworthy events in a company’s lifecycle, as they
have significant effects on operations and value creation (Renneboog and Vansteenkiste
2019). According to Graham et al. (2015), CEOs tend to make M&A decisions in
relative isolation. Given the importance of these decisions for firm value, CEO decision-
making warrants thorough investigation.

The CEO attribute receiving the most attention is overconfidence (Aljabri et al. 2026;
Seraj et al. 2022). In essence, overconfident individuals overestimate their own
knowledge and abilities (Shefrin 2018). CEO overconfidence has been associated with
various corporate decisions, such as capital structure (Mundi and Kaur 2022), dividend
policy (Khan et al. 2025), corporate investments (Aljabri et al. 2026), and M&A
decisions (e.g., Grogirieva and Kirakosyan 2022; Nie and Yen 2024).

Overconfidence is an example of a behavioural bias that can cause decision-makers to
deviate from rational decision-making. The difference between real-world decision-
making and what academic models assume occurs due to bounded rationality (Simon
1956). Bounded rationality implies that individuals make decisions rationally, but
“within the constraints imposed by their limited search and computational capacities”
(Gilovich et al. 2013, 2). In other words, individuals are not necessarily irrational, but
rather rational within bounded terms. Given certain constraints on decision-making, the
brain uses heuristics to simplify the process (Shefrin 2008), which are useful for
decision-making but can result in information-processing errors and subjective
interpretations, ultimately leading to behavioural biases that yield suboptimal decisions
(Baker and Nofsinger 2002).

Drawing on Roll’s (1986) hubris hypothesis, the behaviour of overconfident CEOs is
said to differ from that of their rational counterparts in two ways. First, they
overestimate the potential synergies of acquisitions because they believe their
leadership skills are better than average and fail to perceive some of the risks involved
in the deal (Ferris and Sainani 2021). The latter is due to their belief that they have more
control over the outcome than is actually the case. Second, overconfident CEOs
erroneously believe that their company’s equity is undervalued (Aktas et al. 2019;
Toksoz et al. 2026). This belief arises from overestimating the future returns that could
be generated under their leadership.
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Overconfidence is considered the most pervasive and damaging of all behavioural
biases, causing significant errors in judgement (Brown and Sarma 2007; Hayward et al.
2010). As will be shown in the following sections, CEO overconfidence has been found
to influence several M&A deal characteristics. These characteristics, in turn, have been
associated with deal underperformance and subsequent failure (Renneboog and
Vansteenkiste 2019).

Deal Rationale

Deal rationale refers to the primary reason why a company undertakes a merger or
acquisition (Brahma et al. 2023). One of the most common drivers is the desire to
increase market share and power. This objective can be achieved by expanding within
the same industry or by entering a new, unrelated industry (Biissgen and Stargardt
2024). External growth within the same industry is classified as a non-diversifying
strategy, while growth in a new, unrelated industry is considered a diversifying strategy
(Brown and Sarma 2007; Ferris et al. 2013). Scholars have reported a clear preference
among overconfident CEOs for diversifying acquisitions (Ferris et al. 2013; Hwang et
al. 2020). Lev and Gu (2024) point out that spreading a company’s operations across
diverse industries provides no real benefit to shareholders, as they can diversify their
investments on their own. Overconfident CEOs, however, engage in these transactions
not only to enlarge the company under their charge (a phenomenon called empire-
building) but also to boost their compensation (Chen et al. 2021; Lev and Gu 2024).
Research confirms that shareholders of JSE-listed companies seldom replace poorly
performing CEOs (Viviers et al. 2019). The existence of agency conflicts (Brown and
Sarma 2007; Malmendier and Tate 2008) and limited shareholder interventions in the
South African context suggest that:

Hi: Overconfident CEOs of JSE-listed companies engage in more diversifying
acquisitions than their rational counterparts.

Deal Size

The deal size of an M&A refers to the aggregate (total) amount paid or payable by the
acquirer and its subsidiaries to finalise a deal (Alexandridis et al. 2013). The feasibility
and appropriateness of this amount largely depend on the resources and objectives of
the acquirer. Scholars have found that acquirers who engage in small- and moderate-
sized M&As typically create the most value (Tan et al. 2024). The upper echelon theory
posits that the outcomes of M&A decisions are influenced by the characteristics, biases,
and past experiences of top executives, notably CEOs (Ting et al. 2015). The “upper
echelon” of a company’s leadership brings unique perspectives and backgrounds to the
decision-making process, shaping the company’s strategies and actions. The importance
of understanding both the individual and collective characteristics of managers in
explaining company behaviour and performance is emphasised by the upper echelon
theory (Brunzel 2021; Plockinger et al. 2016). This theory implies that overconfident
CEOs make bold decisions, such as undertaking large and risky M&As. Such CEOs
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might see large deals as opportunities to showcase their capabilities. Scholars propose
that chief financial officers (CFOs), rather than CEOs, are often responsible for smaller
deals, which tend to be more successful than the larger deals initiated by overconfident
CEOs (Ferris and Sainani 2021). Empirical findings regarding the association between
CEO overconfidence and this deal characteristic are inconclusive (Doukas and
Petmezas 2007; Ferris and Sainani 2021). To shed light on this relationship and the role
of upper echelon theory, the second hypothesis was formulated as follows:

H,: Overconfident CEOs of JSE-listed companies engage in larger acquisitions than
their rational counterparts.

Financing Structure

The method of payment that an acquirer or its subsidiaries use to pay for a transaction
is called the financing structure of the deal (Ferris et al. 2013). Acquirers can use cash,
shares, or a combination of these two methods. Alternatively, debt financing can be
employed but is considered very risky (Pan et al. 2019), particularly in developing and
emerging markets, where interest rates tend to be higher than in developed markets
(Arteta et al. 2026). The choice between internal financing (cash) and external financing
(equity and debt) is based on the abundance of cash flow available to the acquirer and/or
the (false) certainty of the acquiring executives that the deal will be successful.
The agency theory posits that overconfident executives tend to overestimate their ability
to generate value from an acquisition; therefore, they prefer payment methods that
reflect their optimism. More specifically, overconfident CEOs believe that their
company’s shares are undervalued (Toksoz et al. 2026), leading to a preference for cash
transactions to protect the intrinsic value of their shares. Given ambiguous findings on
the association between CEO overconfidence and this dependent variable (Ferris et al.
2013; Hwang et al. 2020; Malmendier and Tate 2008), the third hypothesis states:

H;s: Overconfident CEOs of JSE-listed companies more often use cash (internal
financing) to fund acquisitions than their rational counterparts.

Number of Deals Completed

CEOs who regard acquisitions as central to achieving growth are sometimes called serial
acquirers (Grant et al. 2022). These CEOs are highly acquisitive and tend to complete
more deals in a shorter period of time (Malmendier and Tate 2008). In most research,
the number of deals completed by an acquirer in two years serves as a proxy for the
acquirer’s acquisitiveness (Hossain et al. 2021; Klasa and Stegemoller 2007). Serial
acquirers, on average, experience declining short- and long-term performance from deal
to deal (Doukas and Petmezas 2007). This finding is somewhat surprising, as CEOs are,
in theory, expected to gain valuable experience in the process (Ismail and Abdallah
2013). The number of deals completed by acquiring CEOs during their tenure is,
therefore, an important variable to consider when using agency and upper echelon
theories as theoretical lenses (Ferris et al. 2013; Malmendier and Tate 2008; Renneboog



de Vries, Viviers, and Louw

and Vansteenkiste 2019). Given the additional lure of deal-completion compensation
(Brown and Sarma 2007; Lev and Gu 2024), the fourth hypothesis is:

Hs4: Overconfident CEOs of JSE-listed companies complete more deals during their
tenure than their rational counterparts.

Research Design and Methodology

Suitable deals from January 1, 2016, to December 31, 2023, were identified using
Bloomberg. This research period was selected to provide a sufficient timeframe for
analysis, covering the COVID-19 pandemic, which had a significant impact on M&A
deals globally. Acquirers had to have a primary listing on the JSE during the research
period, obtain more than 50% of the combined entity to gain control, and complete the
acquisition within the research period. Comprehensive data on the selected deal
characteristics and the acquiring CEO’s identity at the time of each transaction had to
be available. Additionally, sufficient data on the spot price, strike price, grant date,
exercise date, and expiration date of the respective CEOs’ option exercises were also
required to estimate the Longholder CEO overconfidence proxy.

The Bloomberg database, a world-renowned financial data and solutions provider
(Bloomberg 2024), was used to retrieve data on M&A deal characteristics, the
Longholder overconfidence measure, and control variables. In cases where Bloomberg
did not provide sufficient data on a variable, the integrated reports of the respective
companies were consulted to address the missing data in the dataset. Three press
releases had to be available for each deal in the sample to measure the second CEO
overconfidence proxy using the Receptiviti language assessment tool. After
considerable data cleaning, the final sample consisted of 119 acquisitions undertaken
by 78 CEOs.

Operationalisation and Data Collection of the Dependent Variables (Deal
Characteristics)

Deal rationale was defined as the acquirer’s primary purpose for undertaking a specific
deal (Brahma et al. 2023). In line with Ferris et al. (2013) and Brown and Sarma (2007),
the rationale was classified as either diversifying or non-diversifying. M&As spanning
multiple industries, according to the Global Industry Classification Standard, were
classified as diversifying, while those within the same industry were categorised as non-
diversifying (Kim et al. 2022). Data for this binary variable were obtained from
Bloomberg.

Deal size was defined as the total amount paid by the acquirer to complete the deal
(Alexandridis et al. 2013). For comparison purposes, all deal sizes were denoted in
South African rand (ZAR) and standardised by dividing the deal size by the market
capitalisation of the acquirer on the date of completion. Both values were retrieved from
Bloomberg. A deal’s financing structure was defined as the method of payment used to
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complete a transaction (Ferris et al. 2013; Hwang et al. 2020; Malmendier and Tate
2008). This variable was measured using Bloomberg’s payment type function, which
reports the following payment types per deal: cash, shares; cash and shares; cash or
shares; cash and debt; cash, shares, and debt; shares and debt; and debt and undisclosed
payment types. All deals with undisclosed payment types and those in the cash or shares
category were excluded. Thereafter, deals were grouped into internal funding (cash) and
other funding (all other payment types and combinations).

The number of deals completed reflects the total number of deals completed by each
acquiring CEO during their tenure over the research period. This ordinal variable served
as a proxy for the acquisitiveness of the acquiring CEOs. Data on the 78 CEOs’
appointment dates and the number of deals completed were sourced from their
companies’ integrated annual reports, websites, and other credible sources. To enhance
rigour, data sourced from Bloomberg were verified by comparing them to data
published in JSE Stock Exchange News Service (SENS) announcements and corporate
press releases in several cases.

Operationalisation and Data Collection of the Independent Variable (CEO
Overconfidence)

The first CEO overconfidence proxy used, the Longholder measure developed by
Malmendier and Tate (2005), employs share option-based compensation data to assess
overconfidence. A CEO was classified as overconfident if, at any point during their
tenure at the helm of the acquirer, they held an option package until the last year before
expiration, provided that the option package was at least 40% in-the-money upon
entering its final year. Malmendier and Tate (2005) argue that CEOs who hold onto their
option packages for longer believe that the fair market value of the company’s shares
will continue to grow and that their companies will perform well in the future. Option-
related data were retrieved from Bloomberg. In line with Malmendier and Tate (2008),
a binary classification was assigned to each CEO per deal, with a value of one,
indicating an overconfident CEO, and zero, indicating a rational CEO.

To address the shortcomings of the Longholder measure, a second proxy for CEO
overconfidence was employed. As indicated earlier, it was also pertinent to explore an
alternative measure of CEO overconfidence in South Africa, given the substantial
decline in the use of stock options among local CEOs since the implementation of
International Financial Reporting Standards (IFRS) 2 in December 2005 (Steenkamp
and Wesson 2018). This development could hinder the use of the Longholder measure
as a proxy for CEO overconfidence in future research. The authors, therefore, sought to
explore an alternative technique to measure CEO overconfidence in South Africa.

To construct the second CEO overconfidence proxy, a psycholinguistic approach was
used, employing the Receptiviti language assessment tool. This tool measures the extent
to which an individual communicates with clout or hesitation within text.
Psycholinguistic research has suggested that the linguistic marker of an individual’s
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clout is a valid technique for capturing overconfidence (Zyung and Shi 2022). The use
of clout, rather than press portrayal as employed in earlier work (e.g., Malmendier and
Tate 2008), is akin to the approaches followed by Huang et al. (2014) and Larcker and
Zakolyukina (2012). Notably, Zyung and Shi (2022) also implemented a
psycholinguistic approach to measure CEO overconfidence through language.

Statements made by the 78 identified CEOs about the 119 considered acquisitions were
collected from press releases on the website of South Africa’s Competition
Commission. By law, all JSE-listed companies must issue mandatory press releases
regarding proposed M&As. Three substantial pieces of text per deal were used as input
for the Receptiviti language assessment tool. The tool generates a score between zero
and 100, using communication dynamics specifically tailored to identify confidence.
According to Receptiviti, a high clout score reflects language that is very confident.
Examples of terms/phrases used by CEOs classified as overconfident include: “game-
changer,” “unprecedented,” “guaranteed success,” “leading the industry,” “once-in-a-
lifetime opportunity,” and “our unique advantage.” Zyung and Shi (2022) concur that
overconfident CEOs display strong clout in their language. For comparison purposes, a
binary classification was also employed for this proxy, with a value of one assigned to
Receptiviti scores of 75 and above (i.e., overconfident), and zero otherwise (i.e.,
rational). The term overconfidence reflects the upper-bound dominance implied by the
construct, consistent with prior psycholinguistic interpretations of clout.

99 ¢

Operationalisation and Data Collection of the Control Variables

Five CEO-related control variables were identified in the literature. CEO age was
defined as the age of the CEO in the year a particular deal was completed (Malmendier
and Tate 2008). Older CEOs generally undertake fewer deals and pay less for targets
(Serflin 2014). They also tend to be more risk-averse and prefer diversifying
acquisitions. Younger CEOs were previously found to be more overconfident than their
older counterparts (Citci and Inci 2016). The most common explanation is that younger
CEOs are incentivised to prioritise firm growth. In doing so, they demonstrate their
capabilities and prove their worth (Navaretti et al. 2021). Although research has shown
the important role of women in M&A decision-making (Ahmed et al. 2022), CEO
gender was not considered in this study due to the substantially low representation of
women CEOs in JSE-listed firms.

Zhao and Cai (2024) argue that CEOs who engage in acquisitions early in their tenures
do so because of external pressure to produce short-term results or meet company
objectives. Motivations for undertaking acquisitions, however, change the longer a CEO
remains in position. Some do so for empire-building reasons or other self-interested
motives, such as ego or remuneration (Jebran et al. 2022). CEO tenure was measured as
the number of months the CEO had been with the company at the time of deal
completion (Malmendier and Tate 2008). As with the previous two control variables,
tenure data were collected from Bloomberg, the acquiring companies’ integrated annual
reports, and websites.
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Most CEOs have educational backgrounds in accounting, finance, insurance, and
investment management (Jaggia and Thosar 2021; Main and Silva 2021). In this study,
CEO educational background was classified as either “financial,” “technical,” or
“miscellaneous.” CEO nationality was included as another control variable, as it has
been shown to influence strategic decisions, including cross-border M&A deals
(Agcayazi et al. 2024). Nationality was defined as the acquiring CEO’s official
nationality at the end of the financial year in which the deal was completed.

Board independence was measured as the percentage of independent non-executive
directors (%INEDs) on the acquirer’s board at the end of the financial year during which
the deal was completed (Renneboog and Vansteenkiste 2019). Traditional finance
theory proposes that INEDs are responsible for monitoring managerial behaviour
(Annuar 2014). INEDs, therefore, have an opportunity and a responsibility to monitor
CEOs’ behavioural biases and prevent them from making poor strategic decisions. Data
for this variable were retrieved from Bloomberg.

Data Analysis

In addition to descriptive statistics, cross-sectional and logistic regression analyses were
employed to test the hypotheses. A cross-sectional, rather than a longitudinal, research
design was employed, as the selected M&A deal characteristics, CEO overconfidence,
and identified control variables were assessed at the time of deal completion rather than
over the eight-year research period. The following cross-sectional regression equation
was applied to test H, and Ha:

Deal characteristic; = ap + B1CEO overconfidence; + B.CEO age; + B;CEO tenure; +
B4CEO education; + psCEQO nationality; + f¢Board independence;
t&

The dependent variable, i.e., deal characteristic, represents deal size and the number of
deals completed (continuous variables). Contrastingly, logistic regression analyses were
conducted to address H; and H3, considering the binary nature of the deal rationale and
financing structure variables. The following equation was used:

Logit[P(Deal characteristic=1)] = ao+ BiCEO overconfidence; + B.CEO age; + 3CEO
tenure; + P4CEO education; + BsCEO nationality; +
BsBoard independence; + €;

The binary dependent variable indicated whether the deal represented a diversified deal
or a cash payment, respectively. For both cross-sectional and logistic regressions, two
regressions were conducted per deal characteristic, using the Longholder and
Receptiviti measures (proxies for CEO overconfidence) as the independent variables,
respectively. The intercept term is denoted by ay, the regression coefficients by 3, and
the error term by &; Autocorrelation was tested using the Durbin—Watson (DW) test,
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multicollinearity was assessed with variance inflation factors (VIFs) and
heteroskedasticity detected via the Breusch—Pagan test. Where applicable, regression
results were adjusted for heteroskedasticity.

Results and Discussion

The majority of deals (67.227%) were non-diversifying, meaning that most acquirers
bought targets operating in the same industry as themselves. The sampled CEOs might
have preferred these types of deals due to the opportunities and challenges brought about
by the COVID-19 pandemic. Consolidation was a key theme in several industries in
2020 and 2021 (Ardolino et al. 2022). The mean ZAR standardised deal size (0.889)
implies that for every R1 of an acquirer’s market capitalisation, the deal value was
R0.889. Almost 80% of the sampled acquirers used internal funding to finance their
respective deals, with 95 of the 119 deals being entirely financed with cash. This finding
is in line with Fischer (2017), who also reported a very strong preference among
acquirers for cash-funded acquisitions.

The median number of deals completed by acquiring CEOs during the research period
was two. On average, the sampled CEOs undertook an M&A deal every 28 months.
Following Hossain et al.’s (2021) definition, the sampled CEOs were not classified as
serial acquirers, as the average time between deals was more than 24 months. There
were, however, outliers in this variable pointing to some serial acquirers. The maximum
number of deals (34) was undertaken by a CEO with a tenure of 282 months. This
executive thus completed 1.5 deals per year and could be classified as a serial acquirer.

According to the Longholder measure, 57% of the deals (68 of 119) were undertaken
by overconfident CEOs, compared to 51 deals (43%) reported by the Receptiviti
measure. It is important to note that some CEOs were involved in multiple deals. In the
case of the Longholder measure, the classifications were calculated only once per CEO,
not once per deal. The scores for the Receptiviti measure were calculated once per deal,
as CEOs could exhibit different levels of confidence for different deals. Despite
applying the Receptiviti measure to each respective deal rather than once per CEO, it
was noted that only one CEO involved in multiple deals exhibited overconfidence in
one deal and non-overconfidence in another. Thus, it appears that CEOs’ level of
overconfidence remains fairly consistent across different deals. Although the two
overconfidence proxies are not perfectly aligned (68 vs. 51 deals), a Pearson correlation
analysis revealed a statistically significant positive association (p < 0.01). This result
offered an early indication that the Receptiviti measure may be a valid alternative for
assessing CEO overconfidence.

The average age of the acquiring CEOs was 53 years. The average tenure of the sampled
CEOs was 78.992 months (approximately 6.5 years). As expected, most CEOs (60%)
had a financial background and were South African (71%). The remaining CEOs were
Dutch, Argentinian, Zimbabwean, Brazilian, British, and Australian. More than half of
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the directors serving on the acquirers’ boards (60.307%) were INEDs. In theory, such a
high level of board independence should temper CEO overconfidence (Annuar 2014).

The Relationship Between Deal Characteristics and CEO Overconfidence

This section reflects on the results obtained from the cross-sectional and logistic
regression analyses. All VIF values were below five, indicating no multicollinearity
issues. The wvariables reporting statistically significant relationships with a deal
characteristic are shown in bold in Tables 1 to 4. As indicated in Table 1, deal rationale
was significantly and inversely related to the traditional Longholder measure.

Table 1: Results of logistic regression: Deal rationale and CEO overconfidence

. Regression Standard p- Odds
Variable coefficient () error Wald value  ratio
Intercept -0.270 1.841 0.021  0.884
Longholder measure -0.370 0.211 3.069 0.080% 0.477

CEO age -0.016 0.036 0.188 0.664 0.984
CEO tenure 0.002 0.004 0.308 0.579  1.002
CEO educational background  -0.801 0.460 3.037 0.081* 0.213
CEO nationality 0.318 0.241 1.730  0.188  1.887
Board independence -0.004 0.016 0.072  0.789  0.996
Intercept -0.188 1.823 0.011 0918
Receptiviti measure -0.105 0.215 0.239 0.625 0.810
CEO age -0.017 0.036 0.214 0.053 0.984
CEO tenure 0.002 0.004 0.004 0.009 1.002
CEO educational background  -0.780 0.459 2.886  0.089* 0.230
CEO nationality 0.301 0.239 1.575 0.210 1.824
Board independence -0.005 0.016 0.102  0.750  0.995

Note: * significant at the 10% level; ** significant at the 5% level; *** significant at the
1% level; statistically significant results are presented in bold.

This finding implies that overconfident CEOs prefer non-diversifying deals; in other
words, they opt to acquire targets that operate in the same industry as they do. This
preference among the sampled CEOs contradicts prior literature (e.g., Billet and Qian
2008; Brown and Sarma 2007; Ferris et al. 2013; Malmendier and Tate 2008) and
implies that H; could not be supported. This contradictory result emphasises the fact that
findings from developed countries cannot be extrapolated to emerging markets (Kumar
et al. 2023).

With the inclusion of the COVID-19 pandemic, CEOs in the sample might have noticed
financially distressed targets in their own industries (Theunissen 2024). Tough
economic conditions and inefficient infrastructure, such as loadshedding, might have
further prompted these horizontal deals (Tregenna et al. 2021). Given the circumstances
in South Africa during the research period, the sampled CEOs might have opted for non-
diversifying deals to reduce competition in their respective industries and subsequently
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improve their market share. In addition, these CEOs may have taken advantage of
bargain deals due to financial distress caused by the pandemic and economic conditions.
The upper echelon theory might also explain this surprising finding. This theory
proposes that CEOs favour non-diversifying deals due to familiarity and expertise, risk
aversion, strategic fit and forecasted synergies, social and professional networks, and
organizational culture (Bower 2001; Campa and Moschieri 2008; Fieldman 2023).
According to this theory, CEOs might therefore have preferred non-diversifying deals
due to past experiences and insights into the industry in which they operate.

The deal rationale variable was also significantly and inversely related to the CEO’s
educational background. Closer inspection revealed that CEOs with miscellaneous
educational backgrounds tended to prefer non-diversifying deals. These CEOs included,
among others, legal professionals, healthcare providers, medical doctors, politicians,
agricultural specialists, pastors, clothing designers, and journalists. As proposed by
upper echelon theory, CEOs may favour non-diversifying deals due to familiarity and
expertise (Fieldman 2023), which are particularly important for generalists, such as the
CEOs classified as having a miscellaneous educational background in this study.
Table 2 contains the results of the analysis using deal size as the dependent variable.

Table 2: Results of cross-sectional regression: Deal size and CEO overconfidence

Regression

Variable coefficient . .. . p-value Regression
®) statistic summary

Intercept 0.002 0.006 0.996 R2=0.07
Longholder measure 0.000 0.003 0.998 N=99

CEO age -0.003 -0.480  0.632 F(0.986); p =0.447

CEO tenure 0.000 0.118 0.906 DW: 1.70

CEO educational background 0.106 1.073 0.286

CEO nationality -0.025 -0.325 0.746

Board independence 0.006 2.424 0.017%*
Intercept 0.016 0.050 0.918 R%=0.073
Receptiviti measure -0.010 -0.130 0.897 N=99

CEO age -0.003 -0.497  0.621 F(0.988); p =0.445

CEO tenure 0.000 0.126 0.900 DW: 1.70

CEO educational background 0.107 1.078 0.519

CEO nationality -0.023 -0.306  0.760

Board independence 0.006 2.357 0.021%*

Note: * significant at the 10% level; ** significant at the 5% level; *** significant at the
1% level; statistically significant results are presented in bold.

The findings in Table 2 suggest that H> could not be supported, as deal size was not
significantly related to either of the two CEO overconfidence proxies over the research
period. Deal sizes were significantly larger in acquirers with higher levels of board
independence. This result indicates that companies with more INEDs on their boards
tend to engage in larger deals. As with H», H3 could not be supported either (Table 3)
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given the negative and non-significant association between CEO overconfidence and
the financing structure variable. Whereas INEDs are primarily appointed to monitor
opportunistic managerial behaviour (Paruchuri et al. 2024) and temper CEO power in
M&A deals (Fogel et al. 2021), research suggests that these directors are not always
very effective in doing so (Neville et al. 2019). Independent directors might also support
large deals as successful outcomes, as these deals not only benefit shareholders but also
boost the directors’ reputations (Redor 2016).

The financing structure was, however, significantly positively related to CEO
nationality. South African CEOs primarily used cash to finance their acquisitions. This
finding might be explained by considering three cultural dimensions that have been
shown to influence cash holdings (Ramirez and Tadesse 2007). Using Hofstede’s
cultural dimension indices (Hofstede 2024), Chang and Noorbakhsh (2009) found that
companies are inclined to hold more cash in countries where people tend to be more
masculine (individualistic), avoid uncertainty more, and have a longer-term orientation.
Compared to the other countries from which the sampled CEOs hailed, South Africa
has the lowest Hofstede scores for individualism and long-term orientation and the
second-lowest score for uncertainty avoidance (The Culture Factory 2026). These
scores suggest that South African CEOs might prefer to use cash for productive
purposes (including acquisitions) rather than holding it for precautionary motives. Ferris
et al. (2013) also found that individuals heading firms headquartered in Christian
countries were encouraged to exhibit individualism and de-emphasise long-term
orientation. According to the 2022 census, 85% of South Africans belonged to a branch
of the Christian faith, lending further support to South African CEOs using their firms’
cash resources to enhance short-term growth through acquisitions.

Table 3: Results of logistic regression: Financing structure and CEO overconfidence

. Regression Standard Odds
Variable coefficient (8) error Wald ~ p-value ratio
Intercept 2.192 2.177 1.014 0.314
Longholder measure -0.314 0.248 1.606 0.205 0.534

CEO age -0.063 0.045 1.951 0.162 0.939
CEO tenure 0.004 0.004 0.887 0.346 1.004
CEO educational background  0.401 0.408 0.964 0.326 2.160
CEO nationality 0.562 0.338 2.754  0.097* 3.074
Board independence -0.014 0.019 0.549 0.459 0.986
Intercept 2.340 2.187 1.145 0.285
Receptiviti measure -0.333 0.260 1.641 0.200 0.513
CEO age -0.064 0.045 2.028 0.154 0.938
CEO tenure 0.004 0.004 0.827 0.363 1.004
CEO educational background  0.367 0.414 0.786 0.375 2.020
CEO nationality 0.545 0.336 2.628 0.105 2.973
Board independence -0.017 0.019 0.792  0.373 0.983

Note: * significant at the 10% level; ** significant at the 5% level; *** significant at the
1% level; statistically significant results are presented in bold.
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Finally, the association between the number of deals completed and CEO
overconfidence (H4) was assessed. A statistically significant positive association was
reported between the number of deals completed and the Longholder measure
(p = 0.046), as well as with the Receptiviti measure (p = 0.079). These results emphasise
the important role of CEO overconfidence in the acquisitiveness of CEOs. Given these
findings, Hy is supported. This finding corresponds with studies in other contexts, such
as Brown and Sarma (2007), Ferris et al. (2013), and Hwang et al. (2020).

While both CEO overconfidence proxies reported statistically significant associations,
it should be recognised that other omitted factors—such as corporate life cycle (Owen
and Yawson 2010), investor and manager sentiment (Herve et al. 2024; Lee et al. 2026;
Vasnetsov et al. 2023), and macroeconomic factors such as economic growth and
inflation (Kumar et al. 2023)—could drive deal frequency. Of the five control variables,
only CEO tenure reported statistically significant results. A positive regression
coefficient indicates that the number of deals completed is higher for CEOs with longer
tenures. A positive relationship was expected, as a longer tenure provides a CEO with
more time to undertake and complete acquisitions.

Table 4: Results of cross-sectional regression: Number of deals and CEO
overconfidence

Regression

Variable coefficient ... p-value Regression
B) statistic summary
Intercept 3.180 1.278 0.204 R%Z=0.103
Longholder measure 1.143 2.022 0.046** N=118
CEO age -0.039 -0.829  0.409 F(1.796);
CEO tenure 0.013 2.735 0.007%**  p=0.095
CEO educational background 0.468 0.609 0.544 DW: 1.47
CEO nationality -0.060 -0.096  0.924
Board independence -0.004 -0.168 0.867
Intercept 2.641 1.021 0.309 R2=0.095
Receptiviti measure 1.051 1.775 0.079* N=118
CEO age -0.031 -0.647  0.519 F(1.652);
CEO tenure 0.013 2.647 0.009%** p=0.129
CEO educational background 0.460 0.596 0.552 DW: 1.38
CEO nationality -0.031 -0.050 0.960
Board independence 0.002 0.081 0.936

Note: * significant at the 10% level; ** significant at the 5% level; *** significant at the
1% level; statistically significant results are presented in bold.

Discussion

Given the limited research in an emerging market context, this study investigated the
relationships between four M&A deal characteristics and CEO overconfidence in South
Africa from 2016 to 2023. The results show that overconfident CEOs preferred non-
diversifying acquisitions to expanding into new, unrelated industries. Both CEO
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overconfidence proxies reported a negative association with the deal rationale; however,
only the Longholder measure was statistically significant. This finding deviates from
the extant literature. Factors such as the declining South African economy, the shrinking
investment universe on the JSE, COVID-19 challenges, and loadshedding might explain
why acquirers opted for consolidation over diversification during the research period.
The role of macroeconomic factors and CEO demographics was more important than
initially expected. The upper echelon theory also suggests that the demographic
attributes and prior experiences of CEOs impact their decisions in ways that
subsequently affect company performance adversely (Brunzel 2021; Plockinger et al.
2016; Ting et al. 2015). This theory features prominently in existing behavioural finance
studies, the body of knowledge to which this study contributes.

The only hypothesis that was supported (Hs) related to the number of deals completed
by CEOs during their tenure. Overconfident CEOs, as measured by both the Longholder
and Receptiviti measures, completed more deals during their tenure than their rational
counterparts, as expected (Roll 1986). Research suggests this relationship is circular in
nature (Ismail and Abdallah 2013). As overconfident CEOs complete more deals, their
confidence grows even further, leading to additional acquisitions. While learning from
earlier mistakes should result in higher returns for serial acquirers, several researchers
have reported the opposite (Martin and Davis 2010). The agency theory explains that
CEOs act in self-interest, often engaging in more M&As to boost their reputation or
compensation, despite the high risk of failure and potential negative impacts on
shareholder value (Chen etal. 2021; Lev and Gu 2024). CEO overconfidence was higher
the longer a CEO was at the helm of an acquirer and in acquirers with lower levels of
INED:s.

Limitations and Avenues for Future Research

The literature shows that overconfident CEOs often pay excessive premiums for targets
(Ismail and Mavis 2022; Malhotra et al. 2022). However, due to data limitations, the
authors could not investigate this M&A characteristic. Given the very low
representation of women CEOs, this control variable could not be investigated either.
Future research could incorporate more firm-level control variables and focus on the
impact of other cognitive and behavioural biases that influence M&A decisions and
performance, including excessive optimism, illusion of control, and self-attribution.
Another avenue for future research is to include board overconfidence, alongside CEO
overconfidence, as an additional explanatory variable for M&A deal characteristics.

Scholars may also examine debiasing methods in real-life contexts to assess their
effectiveness in moderating CEO biases in business combinations. Studies could place
a direct focus on CEO overconfidence and M&A deal failures. In addition, it should be
recognised that the proxies used for M&A deal characteristics could be impacted by
other factors besides CEO overconfidence. For example, deal frequency could be
influenced by macroeconomic, firm-specific, or sentiment factors, and different lenses
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could be applied to distinguish between diversified and non-diversified deals. These
omitted factors should be considered in future research on the drivers of specific M&A
deal characteristics.

This research explored the use of the Receptiviti measure as an alternative proxy for
CEO overconfidence in South Africa. This proxy yielded similar results to the
traditional Longholder measure in most empirical analyses conducted, implying that it
could be a wvalid alternative. A limitation of employing the Receptiviti language
assessment tool was the word limit imposed on the text that could be inserted and
analysed to generate a clout score. Future researchers could consider other language
assessment tools that allow a less stringent word count to enhance the reliability of such
a CEO overconfidence proxy. Malmendier and Tate’s (2005, 2008) distinction between
irrational (overconfident) and rational (non-overconfident) CEOs was adopted in this
study. A more nuanced approach, which places greater emphasis on the implications of
bounded rationality, might be adopted in future studies.

Practical Implications and Recommendations

Shareholders should ensure that truly independent non-executive directors are elected
to the boards of serial acquirers, as these individuals play a crucial monitoring role.
Shareholders should, furthermore, insist that comprehensive due diligence
investigations be conducted prior to approving acquisitions, whether these are
undertaken in the same or a different industry. Audit committees are encouraged to
scrutinise acquisition proposals and due diligence reports to ensure that CEO-driven
acquisitions align with shareholder value goals rather than personal ambitions.
Governance and nomination committees should regularly evaluate the performance of
the CEO and the board using clearly articulated metrics. The remuneration committee
can further support responsible decision-making by CEOs by aligning compensation
packages with long-term company performance rather than short-term performance
metrics. Attention should be paid to incentives based on deal completion and
performance, especially for serial acquirers. It is furthermore recommended that greater
emphasis be placed on independent expert reports for large M&A deals. Finally, CEOs
themselves should (ideally) engage in self-evaluation from time to time and welcome
external assessments to identify potential behavioural biases that could influence their
decision-making.

Conclusions and Contributions of the Study

Given the limited use of share options as a type of incentive compensation in South
Africa, the Longholder measure may no longer be a valid proxy for CEO overconfidence
in this emerging market. In response, the researchers explored the use of an alternative
measure of CEO overconfidence in the South African context. This overconfidence
proxy was operationalised through a psycholinguistic approach using the Receptiviti
language assessment tool. By including this novel measure of CEO overconfidence and
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showing that it yields results similar to the Longholder measure, the literature on this
behavioural bias is extended. Greater insight into the association between CEO
overconfidence and the selected M&A deal characteristics is advantageous, as it can
enhance due diligence investigations and managerial monitoring. By tempering CEO
overconfidence in the M&A context, shareholders and remuneration committees can
potentially reduce M&A failures. This study further contributes to the limited body of
knowledge on CEO overconfidence in M&A deal planning within an emerging market
context. Greater insight into the relationship between CEO overconfidence and the
selected deal characteristics will significantly enhance deal planning and eventual
success.

Competing Interests

The authors declare that they have no financial or personal relationships that may have
inappropriately influenced the writing of this article.

Author Contributions

All authors contributed to the conceptualisation of the study and the methodological
choices made. The third author conducted the research, which included reviewing the
literature, collecting, analysing, and interpreting the data. The first and second authors
supervised the study and wrote the initial and subsequent drafts of the article.

Ethical Considerations

The necessary ethics approval was obtained before data collection.

Funding Information

The study was funded by the researchers.

Data Availability

The data that support the findings of the study are available upon reasonable request
from the first author.

Disclaimer

The views and opinions expressed in this article are those of the authors and do not
necessarily reflect the official policy or position of the agencies with which the authors
are affiliated.

18



de Vries, Viviers, and Louw

Acknowledgements

The authors wish to thank Jack Geddes at Receptiviti and Martin Kidd for their
assistance.

References

Agcayazi, C., A. M. Hibbert, and T. G. Morillon. 2024. “CEO International Background and
Cross-Border M&As.” Journal of Banking and Finance 164: 107129.
https://doi.org/10.1016/j.jbankfin.2024.107129.

Ahmed, Y., Y. Song, and M. Elsayed. 2022. “On the Likelihood and Type of Merger and
Acquisition in the US Listed Companies: The Role of Females on the Board.”
International Journal of Accounting and Information Management 30 (3): 391-407.
https://doi.org/10.1108/IJAIM-10-2021-0205.

Aktas, N., C. Louca, and D. Petmezas. 2019. “CEO Overconfidence and the Value of
Corporate Cash Holdings.” Journal of Corporate Finance 54: 85-106.
https://doi.org/10.1016/j.jcorpfin.2018.11.006.

Alexandridis, G., K. P. Fuller, L. Terhaar, and N. G. Travlos. 2013. “Deal Size, Acquisition
Premia and Shareholder Gains.” Journal of Corporate Finance 20 (1): 1-13.
https://doi.org/10.1016/j.jcorpfin.2012.10.006.

Aljabri, Q., M. Farooq, M. I. Khan, A. Hameed, and M. Wagqas. 2026. “CEO Overconfidence
and Investment Efficiency: Does Ownership Structure Matter?” International Journal of
Accounting and Information Management 34 (2): 495-521. https://doi.org/10.1108/IJAIM-
12-2024-0461.

Annuar, H. A. 2014. “Independent Non-Executive Directors’ Strategic Role — Some Evidence
from Malaysia.” Corporate Governance 14 (3): 339-51. https://doi.org/10.1108/CG-10-
2011-0075.

Ardolino, M., A. Bacchetti, and D. Ivanov. 2022. “Analysis of the COVID-19 Pandemic’s
Impacts on Manufacturing: A Systematic Literature Review and Future Research Agenda.”
Operations Management Research 15: 551-66. https://doi.org/10.1007/s12063-021-00225-
9.

Arteta, C., S. Kamin, and F. U. Ruch. 2026. “How Do Rising U.S. Interest Rates Affect
Emerging and Developing Economies? It Depends.” Journal of Money, Credit and
Banking. https://doi.org/10.1111/jmcb.70008.

Baker, H. K., and J. R. Nofsinger. 2010. Behavioral Finance: Investors, Corporations and
Markets. John Wiley & Sons. https://doi.org/10.1002/9781118258415.

19


https://doi.org/10.1016/j.jbankfin.2024.107129
https://doi.org/10.1016/j.jcorpfin.2012.10.006

de Vries, Viviers, and Louw

Billet, M. T., and Y. Qian. 2008. “Are Overconfident CEOs Born or Made? Evidence of Self-
Attribution Bias from Frequent Acquirers.” Management Science 54 (6): 1037-51.
https://doi.org/10.1287/mnsc.1070.0830.

Bloomberg. 2024. Research Domain. Software and database. Johannesburg.

Bower, J. L. 2001. “Not all M&As Are Alike — And That Matters.” Harvard Business Review.
Accessed July 6, 2024. https://hbswk.hbs.edu/item/not-all-mas-are-alikeand-that-matters.

Brahma, S., A. Boateng, and S. Ahmad. 2023. “Board Overconfidence and M&A Performance:
Evidence from the UK.” Review of Quantitative Finance and Accounting 60 (4): 1363-91.
https://doi.org/10.1007/s11156-023-01133-8.

Brown, R., and N. Sarma. 2007. “CEO Overconfidence, CEO Dominance and Corporate
Acquisitions.” Journal of Economics and Business 59 (1): 358-79.
https://doi.org/10.1016/j.jeconbus.2007.04.002.

Brunzel, J. 2021. “Overconfidence and Narcissism Among the Upper Echelons: A Systematic
Literature Review.” Management Review Quarterly 71 (1): 585-623.
https://doi.org/10.1007/s11301-020-00194-6.

Biissgen, M., and T. Stargardt. 2024. “To Merge or Not to Merge? The Impact of Mergers and
Acquisitions on Corporate Success in the Pharmaceutical Industry.” Managerial and
Decision Economics 45 (4): 2196-09. https://doi.org/10.1002/mde.4129.

Campa, J. M., and C. Moschieri. 2008. “The European M&A industry: Trends, patterns and
shortcomings.” Working Paper No. 762. University of Navarra, Pamplona, Spain.

Chang, K., and A. Noorbakhsh. 2009. “Does National Culture Affect International Corporate
Cash Holdings?” Journal of Multinational Financial Management 19 (5): 323-42.
https://doi.org/10.1016/j.mulfin.2009.07.001.

Chen, C., D. Wang, and B. Wang. 2021. “Interface Between Context and Theory: The
Application and Development of Agency Theory in the Chinese Context.” International
Journal of Emerging Markets 18 (1): 45-63. https://doi.org/10.1108/IJOEM-06-2019-
0433.

Citci, S. H., and E. Inci. 2016. “The Masquerade Ball of the CEOs and the Mask of Excessive
Risk.” Economic Modelling 58 (1): 383-93.
https://doi.org/10.1016/j.econmod.2016.03.023.

Doukas, J. A., and D. Petmezas. 2007. “Acquisitions, Overconfident Managers and Self-
Attribution Bias.” European Financial Management 13 (3): 531-77.
https://doi.org/10.1111/j.1468-036X.2007.00371 .x.

Ellis, K. M., B. T. Lamont, T. H. Reus, and L. Faifman. 2015. “Mergers and Acquisitions in
Africa: A Review and an Emerging Research Agenda.” African Journal of Management 1
(2): 137-71. https://doi.org/10.1080/23322373.2015.1028274.

20



de Vries, Viviers, and Louw

Ferris, S. P., N. Jayaraman, and S. Sabherwal. 2013. “CEO Overconfidence and International
Merger and Acquisition Activity.” Journal of Financial and Quantitative Analysis 48 (1):
137-64. https://doi.org/10.1017/S0022109013000069.

Ferris, S. P., and S. Sainani. 2021. “Do CFOs Matter? Evidence from the M&A Process.”
Journal of Corporate Finance 67: 101856. https://doi.org/10.1016/].jcorpfin.2020.101856.

Fieldman, E. 2023. “How to Get Mergers and Acquisitions Right.” Knowledge at Wharton.
Accessed July 6, 2024. https://knowledge.wharton.upenn.edu/article/how-to-get-mergers-
and-acquisitions-right/.

Fischer, M. 2017. “The Source of Financing in Mergers and Acquisitions.” The Quarterly
Review of Economics and Finance 65 (1): 227-39.
https://doi.org/10.1016/j.qref.2017.01.003.

Fogel, K., L. Ma, and R. Morck. 2021. “Powerful Independent Directors.” Financial
Management 50 (4): 935-83. https://doi.org/10.1111/fima.12365.

Friedman, Y., A. Carmeli, A. Tishler, and K. Shimizu. 2015. “Untangling Micro-Behavioral
Sources of Failure in Mergers and Acquisitions: A Theoretical Integration and Extension.”
International Journal of Human Resource Management 27 (20): 2339-69.
https://doi.org/10.1080/09585192.2015.1042003.

Gilovich, T., D. W. Griffin, and D. Kahneman. 2013. Heuristics and Biases: The Psychology of
Intuitive Judgment. Cambridge University Press.

Graham, J., C. R. Harvey, and M. Puri. 2015. “Capital Allocation and Delegation of Decision-
Making Authority Within Firms.” Journal of Financial Economics 115 (3): 449-70.
https://doi.org/10.1016/j.jfineco.2014.10.011.

Grant, M., F. Nilsson, and A. Nordvall. 2022. “Pre-Merger Acquisition Capabilities: A Study
of Two Successful Serial Acquirers.” European Management Journal 40 (1): 932—42.
https://doi.org/10.1016/j.em;j.2022.10.006.

Green, C., and S. Izzard. 2022. “South Africa Remains Attractive for Global M&A Activity.”
FA News, September 26. Accessed April 1, 2024.
https://www.fanews.co.za/article/investments/8/general/1133/south-africa-remains-
attractive-for-global-m-a-activity/35530.

Grigorieva, S., and M. Kirakosyan. 2022. “Impact of CEO Overconfidence on M&A
Performance in the US: A Content Analysis.” Journal of Corporate Finance Research 16
(4): 34-45. https://doi.org/10.17323/j.jcfr.2073-0438.16.4.2022.34-45.

Grigorieva, S., and T. Petrunina. 2015. “The Performance of Mergers and Acquisitions in

Emerging Capital Markets: New Angle.” Journal of Management Control 26 (1): 377—
403. https://doi.org/10.1007/s00187-015-0219-9.

21



de Vries, Viviers, and Louw

Hayward, M. L. A., W. R. Forster, S. D. Sarasvathy, and B. L. Fredrickson. 2010. “Beyond
Hubris: How Highly Confident Entrepreneurs Rebound to Venture Again.” Journal of
Business Venturing 25 (6): 569-78. https://doi.org/10.1016/j.jbusvent.2009.03.002.

Herve, F., 1. Rouine, M. F. Thraya, and M. Zouaoui. 2024. “Investor Sentiment and M&A
Withdrawal: International Evidence.” International Review of Financial Analysis 96 (B):
103728. https://doi.org/10.1016/j.irfa.2024.103728.

Heymans, A., and L. Santana. 2018. “How Efficient is the Johannesburg Stock Exchange
Really?” South African Journal of Economic and Management Sciences 21 (1): al968.
https://doi.org/10.4102/sajems.v21i1.1968.

Hofstede, G. 2024. “The 6-D Model of National Culture.” Geert Hofstede. Accessed April 1,
2024. https://geerthofstede.com/culture-geert-hofstede-gert-jan-hofstede/6d-model-of-
national-culture/.

Hossain, M., M. Pham, and N. Islam. 2021. “The Performance and Motivation of Serial
Acquisitions: Evidence from Australia.” International Review of Financial Analysis 77 (1):
101827. https://doi.org/10.1016/j.irfa.2021.101827.

Huang, X., S. H. Teoh, and Y. Zhang. 2014. “Tone Management.” The Accounting Review 89
(3): 1083—13. https://doi.org/10.2308/accr-50684.

Hwang, H. D., H. Kim, and T. Kim. 2020. “The Blind Power: Power-Led CEO
Overconfidence and M&A Decision Making.” North American Journal of Economics and
Finance 52 (1): 1-23. https://doi.org/10.1016/j.najef.2019.101141.

Ismail, A., and A. A. Abdallah. 2013. “Acquirer’s Return and the Choice of Acquisition
Targets: Does Acquisition Experience Matter?” Applied Economics 45 (26): 3770-77.
https://doi.org/10.1080/00036846.2012.732688.

Ismail, A., and C. P. Mavis. 2022. “A New Method for Measuring CEO Overconfidence:
Evidence from Acquisitions.” International Review of Financial Analysis 79 (1): 1-19.
https://doi.org/10.1016/j.irfa.2021.101964.

Jaggia, S., and S. Thosar. 2021. “CEO Management Style: Does Educational Background Play
a Role?” Managerial Finance 47 (10): 1465-85. https://doi.org/10.1108/MF-12-2020-
0606.

Jebran, K., S. Chen, and W. Cai. 2022. “Excess of Everything is Bad: CEO Greed and
Corporate Policies.” Review of Quantitative Finance and Accounting 59 (1): 1577-1607.
https://doi.org/10.1007/s11156-022-01083-7.

Kaplan, S. N., M. Sgrensen, and A. A. Zakolyukina. 2022. “What Is CEO Overconfidence?

Evidence from Executive Assessments.” Journal of Financial Economics 145 (2): 409-25.
https://doi.org/10.1016/j.jfineco.2021.09.023.

22


https://doi.org/10.1080/00036846.2012.732688

de Vries, Viviers, and Louw

Khan, M. 1., M. Farooq, Q. A. Jabri, S. Ullah, and M. Hussain. 2025. “Managerial
Overconfidence and Dividend Policy: A Case Study of PSX Listed Firms.” Managerial
Finance 51 (8): 1275-99. https://doi.org/10.1108/MF-09-2024-0710.

Kim, B-J., J.-Y. Jung, and S.-W. Cho. 2022. “Can ESG Mitigate the Diversification Discount
in Cross-Border M&A?” Borsa Istanbul Review 22 (3): 607—15.
https://doi.org/10.1016/j.bir.2021.09.002.

Klasa, S., and M. Stegemoller. 2007. “Takeover Activity as a Response to Time-Varying
Changes in Investment Opportunity Sets: Evidence from Takeover Sequences.” Financial
Management 36 (2): 1-25. https://doi.org/10.1111/j.1755-053X.2007.tb00085.x.

Kumar, D., K. Sengupta, and M. Bhattacharya. 2023. “Macroeconomic Influences on M&A
Deal Outcomes: An Analysis of Domestic and Cross-Border M&As in Developed and
Emerging Economies.” Journal of Business Research 161: 113831.
https://doi.org/10.1016/].jbusres.2023.113831.

Larcker, D. F., and A. A. Zakolyukina. 2012. “Detecting Deceptive Discussions in Conference
Calls.” Journal of Accounting Research 50 (2): 495-540. https://doi.org/10.1111/j.1475-
679X.2012.00450.x.

Lee, B. B., B. Meng, N. Q. Nguyen, D. G. Paik, and A. M. Vijh. 2025. “Manager Sentiment
and Merger Activities.” Journal of Corporate Accounting and Finance 36 (4): 127-54.
https://doi.org/10.1002/jcaf.22796.

Lev, B., and F. Gu. 2024. The M&A Failure Trap: Why Most Mergers and Acquisitions Fail
and How the Few Succeed. Wiley Finance.

Main, K. T. A., and V. A. B. Silva. 2021. “Relations Between CEO Characteristics and
Mergers and Acquisition Decisions in Brazilian Companies.” Brazilian Business Review
18 (4): 371-96. https://doi.org/10.15728/bbr.2021.18.4.2.

Martin, J. A., and K. J. Davis. 2010. “Learning or Hubris? Why CEOs Create Less Value in
Successive Acquisitions.” Academy of Management Perspectives 24 (1): 79-81.
https://doi.org/10.5465/amp.24.1.79.

Malhotra, S., P. Zhu, H. Taco, and T. H. Reus. 2022. “The Diagnostic Value and Anchoring
Effect of References in Acquisition Premium Decisions: The Influence of Overconfident
and Powerful CEOs.” British Journal of Management 34 (4): 2138-57.
https://doi.org/10.1111/1467-8551.12691.

Malmendier, U., and G. Tate. 2005. “Does Overconfidence Affect Corporate Investment? CEO
Overconfidence Measures Revisited.” Furopean Financial Management 11 (5): 649-59.
https://doi.org/10.1111/j.1354-7798.2005.00302.x.

Malmendier, U., and G. Tate. 2008. “Who Makes Acquisitions? CEO Overconfidence and the
Market’s Reaction.” Journal of Financial Economics 89 (1): 20—43.
https://doi.org/10.1016/j.jfineco.2007.07.002.

23



de Vries, Viviers, and Louw

Mundi, H. S., and P. Kaur. 2022. “CEO Overconfidence and Capital Structure Decisions:
Evidence from India.” Vikalpa: The Journal for Decision Makers 47 (1): 19-37.
https://doi.org/10.1177/02560909221079270.

Navaretti, G. B., D. Castellani, and F. Pieri. 2021. “CEO age, Sharcholder Monitoring, and the
Organic Growth of European Firms.” Small Business Economics 59 (1): 361-82.
https://doi.org/10.1007/s11187-021-00521-5.

Neal, P. 2021. “The Role of the CEO in Mergers and Acquisitions.” Harvard Law School
Forum on Corporate Governance. Accessed December 5, 2024.
https://corpgov.law.harvard.edu/2021/09/23/the-role-of-the-ceo-in-mergers-and-
acquisitions/.

Neville, F., K. Byron, C. Post, and A. Ward. 2019. “Board Independence and Corporate
Misconduct: A Cross-National Meta-Analysis.” Journal of Management 45: 2538—69.
https://doi.org/10.1177/0149206318801999.

Nie, W., and K. Yen. 2024. “CEO Overconfidence and Investor Sentiment in M&A
Decisions.” Finance Research Letters 64: 105390.
https://doi.org/10.1016/j.fr.2024.105390.

Ott, C. 2019. “The Risks of Mergers and Acquisitions — Analyzing the Incentives for Risk
Reporting in Item 1A of 10-K Filings.” Journal of Business Research 106 (1): 158-81.
https://doi.org/10.1016/j.jbusres.2019.08.028.

Owen, S., and A. Yawson. 2010. “Corporate Life Cycle and M&A Activity.” Journal of
Banking and Finance 34 (2): 427-40. https://doi.org/10.1016/j.jbank{in.2009.08.003.

Pan, A., W. Liu, and X. Wang. 2019. “Managerial Overconfidence, Debt Capacity and Merger
and Acquisition Premium.” Nankai Business Review International 10 (4): 570-90.
https://doi.org/10.1108/NBRI-04-2019-0016.

Paruchuri, S., E. A. Hoempler, A. P. Cowen, A. A. Cannella Jr., and P. I. Nahm. 2024.
“Governance Failure and Governance Under Failure: Reviewing the Role of Directors in
Organizational Misconduct.” Journal of Management 50 (6): 2237—65.
https://doi.org/10.1177/01492063231225420.

Plockinger, M., E. Aschauer, M. R. W. Hiebl, and R. Rohatschek. 2016. “The Influence of
Individual Executives on Corporate Financial Reporting: A Review and Outlook from the
Perspective of Upper Echelons Theory.” Journal of Accounting Literature 37: 55-75.
https://doi.org/10.1016/j.acclit.2016.09.002.

Ramirez, S., and A. Tadesse. 2007. “Corporate Cash Holdings, Uncertainty Avoidance, and the

Multinationality of Firms.” International Business Review 18 (4): 387—403.
https://doi.org/10.1016/j.ibusrev.2009.02.013.

24



de Vries, Viviers, and Louw

Redor, E. 2016. “Board Attributes and Shareholder Wealth in Mergers and Acquisitions: A
Survey of the Literature.” Journal of Management and Governance 20: 789—821.
https://doi.org/10.1007/s10997-015-9328-y.

Reeves, M., L. Faeste, D. Friedman, and H. Lotan. 2019. “Beat the Odds in M&A
Turnarounds.” MIT Sloan Management Review 60 (4): 69-73.

Renneboog, L., and C. Vansteenkiste. 2019. “Failure and Success in Mergers and
Acquisitions.” Journal of Corporate Finance 58 (1): 650-99.
https://doi.org/10.1016/j.jcorpfin.2019.07.010.

Roll, R. 1986. “The Hubris Hypothesis of Corporate Takeover. ” Journal of Business 59 (2):
197-216. https://www jstor.org/stable/2353017.

Saleh, E. A. 2023. “The Effects of Economic and Financial Crises on FDI: A Literature
Review.” Journal of Business Research 161 (1): 1-13.
http://doi.org/10.1016/j.jbusres.2023.113830.

Serflin, M. A. 2014. “CEO Age and the Riskiness of Corporate Policies.” Journal of Corporate
Finance 25 (1): 251-73. https://doi.org/10.1016/j.jcorpfin.2013.12.013.

Seraj, A. H. A., E. Alzain, and A. S. Alshebami. 2022. “The Roles of Financial Literacy and
Overconfidence in Investment Decision in Saudi Arabia.” Frontiers in Psychology 13 (1):
1-12. https://doi.org/10.3389/fpsyg.2022.1005075.

Shefrin, H. 2008. A Behavioral Approach to Asset Pricing. 2nd ed. Elsevier.

Shefrin, H. 2018. Behavioral Corporate Finance: Concepts and Cases for Teaching Behavioral
Finance. 2nd ed. New York: McGraw Hill Education.

Simon, H. A. 1956. “Rational Choice and the Structure of the Environment.” Psychological
Review 63 (3): 129-38. https://doi.org/10.1037/h0042769.

Steenkamp, G., and N. Wesson. 2018. “Share-Based Incentives for South African CEOs:
Trends 2002—2015.” South African Journal of Accounting Research 32 (1): 46—70.
https://doi.org/10.1080/10291954.2017.1409869.

Tan, L., X. Zhang, Y. Song, F. Zou, and Q. Liao. 2024. “The Impact of Serial Mergers and
Acquisitions on Enterprises’ Total Factor Productivity: The Mediating Role of Digital
Transformation.” PLOS ONE 19 (11): 1-26. https://doi.org/10.1371/journal.pone.0311045.

The Culture Factory. 2026. “Country Comparison Tool.” The Culture Factor. Accessed May 1,
2026. https://www.theculturefactor.com/country-comparison-tool?countries=south-+africa.

Theunissen, G. 2024. “JSE Capital Raising in ‘Permanent Pause’ as Delisting Wave
Continues.” News24, January 2. Accessed September 22, 2024.
https://www.news24.com/fin24/markets/jse-capital-raising-in-permanent-pause-as-
delisting-wave-continues-20231227.

25



de Vries, Viviers, and Louw

Ting, I. W. K., N. A. B. Azizan, and Q. L. Kweh. 2015. “Upper Echelon Theory Revisited: The
Relationship Between CEO Personal Characteristics and Financial Leverage Decision.”
Procedia—Social and Behavioral Sciences 195 (1): 686-94.
https://doi.org/10.1016/j.sbspro.2015.06.276.

Toksoz, T., S. Demirkan, I. Demirkan, and B. Mishra. 2026. “Managerial Ability, CEO
Overconfidence and Firm Value.” Journal of Business Research 212: 116229.
https://doi.org/10.1016/j.jbusres.2026.116229.

Tregenna, F., A. Ewinyu, A. Oqubay, and I. Valodia. 2021. “Challenges and Complexities of
the South African Economy.” Working Paper No. 2. SARChI Industrial Development:
University of Johannesburg, South Africa.

Van Wyk, A., R. Parsons, and L. Venter. 2024. “Policy Uncertainty, Mergers, and Acquisitions
in the South African Business Environment.” Development Southern Africa 41 (6): 1137—
59. https://doi.org/10.1080/0376835X.2024.2395820.

Vasnetsov, V., C. Kovenya-Vasnetsov, and C. Elgin. 2023. “The Determinants of Mergers and
Acquisitions (M&A) Activity in US and EU.” Review of Economics and Finance 21:
2172-78. https://refpress.org/wp-content/uploads/2023/12/Vasnetsov_REF.pdf.

Viviers, S., N. Mans-Kemp, L. Kallis, and K. Mckenzie. 2019. “Public ‘Say on Pay’ Activism
in South Africa: Targets, Challengers, Themes and Impact.” South African Journal of
Economic and Management Sciences 22 (1): a3251.
https://doi.org/10.4102/sajems.v22i1.3251.

Zhao, Y., and J. Cai. 2024. “Effects of M&A Type on Top Management Turnover: Moderating
Role of Industry Similarity and Target Experience.” International Review of Economics
and Finance 93 (1): 1130—44. https://doi.org/10.1016/j.iref.2024.05.035.

Zhou, C., K. N. C. Hui, K. Z. Zhou, and Y. Gong. 2023. “Is Failure the Mother of Success?
Prior Failure Experience and Cross-Border M&A Completion by Emerging Market
Firms.” Asia Pacific Journal of Management 40: 775-813. https://doi.org/10.1007/s10490-
021-09802-9.

Zyung, J. D., and W. Shi. 2022. “In Retrospect: The Influence of Chief Executive Officers’

Historical Relative Pay on Overconfidence.” Strategic Organization 20 (3): 627-51.
https://doi.org/10.1177/14761270211004891.

26



	Exploring Chief Executive Officer Overconfidence and Merger and Acquisition Deal Characteristics
	Abstract
	Introduction
	Literature Review, Theoretical Underpinning, and Research Hypotheses
	Deal Rationale
	Deal Size
	Financing Structure
	Number of Deals Completed

	Research Design and Methodology
	Operationalisation and Data Collection of the Dependent Variables (Deal Characteristics)
	Operationalisation and Data Collection of the Independent Variable (CEO Overconfidence)
	Operationalisation and Data Collection of the Control Variables

	Data Analysis
	Results and Discussion
	The Relationship Between Deal Characteristics and CEO Overconfidence

	Discussion
	Limitations and Avenues for Future Research
	Practical Implications and Recommendations
	Conclusions and Contributions of the Study
	Competing Interests
	Author Contributions
	Ethical Considerations
	Funding Information
	Data Availability
	Disclaimer
	Acknowledgements
	References


