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Confidence or Imitation: Research on the Manager’ s

Overconfidence and the Peer Effects of Cash Dividends
Li Qian, Han Yun

Abstract: The imitation strategy of managers is regarded as one of the important reasons for the conver-
gence of companies’ financial decisions within the industry. Overconfident managers do not imitate other
companies, but their confident cash dividend distributions still converge to the industry average. Based
on the dividend clustering anomaly and confident managers in China, this paper investigates the peer
effects of cash dividend among the listed companies from 2008 to 2019. The results show that, the peer
effects of dividend policies are significant when the managers are overconfident. And such peer effects are
more effective when the cash dividends of other companies increase. The mechanism tests reveal that
companies with fewer investment opportunities, lower profitability, and higher operating risks are in-
fluenced by peer effects more fiercely. Further research indicates that such peer effects on dividend pay-
out of overconfident managers lead to negative impacts on companies future operating performance.
However, the ownership of institutional investor, the social connection of management team might
work, and the implement of compulsory dividend policy might constrain the peer effects of dividend pay-
outs based on overconfidence, thus relieve the negative impacts on operating performance. This re-
search, which reveals the micro mechanism that overconfidence affects managers’ cash dividend decision
and causes the peer effects, deepens the understanding of the dividend clustering phenomenon, and of-
fers reference meanings to the regulatory policies of dividend distribution in China.

Key words: peer effect; executive overconfidence; cash dividend clustering; behavioral corporate fi-

nance
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