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ABSTRACT During the appointment

The 1dea of this project 1s looking the effect of overconfidence bias in top/middle level managers . . . .
After preparing the survey and finding the top/middle level managers we started to manage a time and asked

responsible for the preparation and accuracy of financial statements on financial reporting quality. First . . . .
p pTep y P 59 4 our questions to them. Some of the interviews done by our instructors, some of them done by PROJ 201 students

wedeyelopediatikertiypeloyerconiidence sealeldueiio e lacicoisins landiolmeasuremen in e extan that we have worked together and some of them done by us. The number of interviews that we have made 1s not

literature. Second, we generated our questionnaire and began to conduct our survey on these relevant enough to make a statistical analysis however we try to work on some of the basic differences and similarities.

managers. We will analyze financial statements of public companies traded in Borsa Istanbul and Here below you can see an-example-of our questionnaire.

managers’ background and behavior. By looking at these factors, we can conclude whether there is an TS [ f | s o e e et s s

B. In questions B1-B10, first circle your answer. Next, please indicate how certain you are of your answer (You are one of the engagement audit Partners who have 3 signature on the audit opinions you rendered on the

Demographics (Please, circle your answers) (between S0% and 100%) (Please remember that the law of probability states that the likelihood of financial statements of your chient firms). Reflecting on your decisions throughout the financial reporting (audit)

responsible for the preparation of their financial reports of the company) affect their decisions for the quality of the | S . T m——— e e

1f you are on Audit Portner: A C18 | (audityprocess.

4 Top 8 partners) are responsible for a firm’s financial reporting
AB. For how many client firms did you work a3 an engagement partner in 20177 (in numbers) B8, How certain are you of your answer? (Between 50% and 100%): ... e c19 audit) quality.

20 Rather than the of the client finm is more

financial statements of his/her company, and to see whether 1t has a positive or negative effect on the company. e et i b et e s e

AL Gender Your answer to be correct is at least S0%). :’;,‘ﬁ;’:::::"“'w“'”"“m'Mo’mmeﬂtmmdluwmwwmmlhﬂoﬂoﬁum
. ° . , . . . F Male T :
effect of overconfidence bias in top level managers on their firms’ financial reporting quality. Sahn; : | = i st T T
-, 9dDbe 'LI 8 A2 Age Turkish Movies | Foreign Movies 3 2
UI]I\'C]’SIICSI o ] — l e I - ] A ] 8 El' i’imwﬂi_n!ormﬁmm(auﬁ with tisky companies.. 1l213]14]s
Itis i % estments. 2(34]5
- . 2 l 2 1 L I 3 J 52 How certain ars you o your saswer? {Between S0% and 100K}: C3 &Lm:x;?;::::;:mtlmol:lfmlpnfawmzbaeu : 2 ; 4ls
A3, Education 3 top level manager with a high ownership stake.
B3. Which cause of death is the most common in Turkey? C4 | Even in very busy times, | make my decisions casily and fast. = 1[2[3]45
PURP O S E liu‘“’wl Uwiﬂ:ni Masters : Ph.D. : ::‘::2_{;:;‘:“:;“ l[ Wmdmu:“ = } i g m: = ‘g gz :LITOI:::‘ va._“fm?:‘rb:::::n::'jmm‘m‘e making decisions. : ; ; : i
2 7 a:}:lﬂmm:::;lmlmﬂydomdlmpmymudmmlmbem 2l3lals
"""""""""""""""" T e B4 Yswcwtvuas yor cfyou seewec Metveen SRME AR e ‘ —Cﬁ—'m&wmﬂmmluﬂanﬂmgmyd«m‘m. 1{2]3]4]5
EnOMICIIOE [ 9 |1 usually feel nervous while making decisions under uncertainty. 1)2]3]4]s
i Human Sciences Schences B5. In Turkey, which types of vehicles are more involved In accidents? C10 |1 usually take all the relevant information into consideration as | make a decision. 112{3]4]5
T 2 E) N s [ Minibuses i Trucks :]] C11 |1 do not feel uncasy about making risky decisions. 112]3]4]5 [
° b o o 3 Fepese, xS o [ A s CI12 “hilcmkrngu@m.Inwml?ydonolvu'ktuhu!‘m. 1[2]3]4]s
The purpose of this study is to see whether overconfidence in top or middle level executive managers (who are ki sl costerunisaa e G YT — TR0t
= | 2 | 3 l 4 ) C15 |1 think that our financial reporting (audit) quality in 2017 was above average. 1]2]3]4]s
87. Which one is the most common reason for divorce among women in Turkey? The success of our firm is delermined more by the personal effort and competence of top s
AR Your Exparience In your current firm (8 Yers): e f_'f___n_nn_qm (engagement panners) cather than the collective efforts of all firm siaff. 2|2
1 mostly reflect that “] should have scrunmized more™ afier completing the financial 12130als
1]2]3s]s
1123]4]s
112|3]4]s
1]2]3]4|s
1[2]3]4]s

| o | b | e =] b e eelela]s].

MR

f you do not remember their names, please indicate the number of BIST firms audited? {: s I Triens B Te NS ] = &ﬂ;ﬁ%ﬁ%ﬂmmm
If you are in the top manogement in your company (CEO or CFO, etc.): A L *: This phrase will be asked only to audit partners.
A10. On average, how many hours do you work on a weekly basis? (in hours) 810. How certain are you of your answer? (Between S0% and 100%): woc.vwccmsrsrunin First-Last Name of the Interviewer: _________________________

Interview Date (Day/Month/Year) :( _ __ /____/ _____)

Name of the Firm:

Name of the Interviewee:

STEPS THAT WE HAVE FOLLOWED T it s

1) Reading and analyzing previous researches or studies done by researchers related to this topic, After the appointment
When we finish, interviewing 12 managers of six different firms we analyzg the details e+ in order to analyze

2) Analyzing yearly annual reports of the companies that includes financial statements, information about
some of the results.We analyzg these 12 participants wwith sub categories which are gender, education level,
the executive managers and the independent audit reports of these companies,
whether they are an auditor or not and most importantly we teekat their overconfidence level by looking at the
3) Researching the CEOs or the top level managers of these companies from the annual reports and
knowledge-based survey question results which 1s another way to measure overconfidence bias. These few

prepare a database of their characteristics in an Excel file such as gender, education, age prior , _ o . . _ ‘
questions were generated through Turkish Statistical Institute. First, respondents were asked to give their

managerial positions and directorships held etc. . _ . _
answers to these questions and second they were asked to give their confidence level about their answers. The

4) Preparing a questionnaire that measures the overconfidence bias, demographic characteristics of these : : . :
) EEES S Algmograp difference between their accuracy and confidence level constituted their overconfidence scores,

managers before we visit these companies,

Anket ?\.-lAr-:et'i."§’--r.et"'.'-‘-‘..‘D Denetled A1 AZ A3 Ad AS AS A7 AB Az ALO B1 82 B3 B4 B5 B6 87 BB Be B10 Ave. Azc. Ave. Coni OC Score OC C1- c2- c3 c4 Cs cé
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. . . P . . . : 6 Viz Yize BIST Yénetici 1 1 2 3 2 2 Mobile Business Reporting M 55 A 06 B 05 A 058 07 B 07 03 06 02 0 4 2 3 4 1 4
6) Making appointments with the managers and visiting the companies in order to do our surveys with |7 8T e Y ™) Y N 4 02 2 05 3 05 4 03 & 0 o: o7 o:2: 3 T S
| B|Viz Yize BIS Yonetic b 2 3 3 - 17 Finansman Midiri 70 B 065 A 07 B 07 B 07 B 06 0.6 0.67 007 1 5 5 - 2 2
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7)  Working on the survey results and transfer it to an Excel sheet question by question, B R D S 5 T | ) T i U ) S [ (0 B [ o e
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) Running a simple statistical model (such as regression analysis) that would measure the association A al sl s al sl S s[ sl s a3 s sl s Fove | Soe Aye S Sep Uzman Vi vangs
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between the managers’ characteristics/biases and the quality of their financial reports and concluding ’ ’ :
- ) aua ) ava ) s a'a - - ) AavAva ) - - () - AWAJAaNENNA AR aWa Va ave ) A% a ) a a avVa an a ) aa an a avVvea A% a
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with a thesis statement,
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10) Designing the poster for the project.

RESULTS rereonfidencelevel-by-examining knewledge-based-overconfidenee-questions. The likert type scale that we newly

developed was not examined since our sample size was not enough sample size to evaluate this new construct’s

validity and reliability analysis.
Before the appointment PART C

PART C Count
We began our project at the beginning of October. At first few weeks we havelearnt how to make a it LN
financial analysis by understanding the concepts. Later on we searched the companies’ detailed information by N HIREN (] 1 ‘ 0 [f 1
looking at their Linkedin profile, their financial statements which were uploaded to their own website and l ) ’ |‘||| Mh ’” (1t ‘ M || ‘ ‘ N Il i
Public Disclosure Platform (KAP 1n Turkish) website, the online area et-whieh all firms present some important 5839800608 5533383588888
Cl* mC2* mC3 wC4 mC5 mC6 mC7 mC3 mC9 mCl0* mCl mSeesl migiesl migesd nigest migesS migest mSaesy i
‘data of their firms to all third parties. We found the top level financial managers, auditors, CFO’s or CEO’s to :j o R m-.m-:u; :53; :11 .M mSeies WSeriesy -Sa-eﬂ:-s»aesu-s»sesu-s-aes-is.

make an appointment. The example table that we have prepared is shown abeve both as a filled and unfilled.

CONCLUSION AND FUTURE WORK

TRl e oot Counnt_ iepOnsiu T g apest denec 6 __ons o i e
st o e e
Ag:::i: :g:t All Gicekli 02.03.201 18:50:03 DRT BAGII Siirek Sartl 2 53 0 : : :
oo s The purpose of this project was to evaluate the effect of overconfidence bias of managers and therefore we made an
b s s e s e oL 8 alphabetical list of companies that we should work, We found the addresses and responsible peeple-of these
A6 ™1t At s o G T e S T T
ADANA Gil ADANA 2012 ADANA2012 Metin Canogulian 27.02.201 14:53:27 GUNEY BA Sirekii  Olumiu 1 62 0 . . o o . . . .
e e | Eieunsea B companies. Then, we have confirmed the suitability of the information that we found to the competent authorities.
AT - oo
T P T —— We made an appointment to call authorized people and conduct our survey. These questionnaires were designed to
Ao | oo o N i 0o et o | 1o
ADANA Gi ADBGR 2014 ADBGR2014 Necati Toiga Kireli 17.02.201 18:30:56 GUNEY BA Sireki  Olumiu 1 62 0 . . . .
sorann s s o ETE T N - measure the overconfidence bias level we were wondering, Before all of this, we have done researches and meetings
ADELKAL ADEL 2010 ADEL2010 Murat Sancar 01.03.201 16:44:23 BASARAN Siirek Olumiu i 30 0
ADEL KALI ADEL 2011 ADEL2011 Bu’aké.zp?y'az ﬁg:;gi izz:i: :A§:$: Z::z: gl::t i :g (z . .
S L e on what are the overconfidence bias and what are the factors that make it up, and then we have focused on the
ADEL KALI ADEL 2014 ADEL2014 Beste Glcimen 02.03.201 22:56:50 BASARAN Siirek Olumiu 1 30 1
T T TR - . . : : :
s o s sz g s ML oy L %G financial concepts that can help us in our research. We read and examined articles on these topics. In order to find
ADANA(}i ADNAC 2008 ADNAC2008 Oziemeérencﬁ;demir 16.03.200 16:47:29 DRT BAGII Sirekii  Olumiy b 53 i

results that will support the arguments we are curious about in the coming period, we will continue to negotiate with

After finding the information about the companies and their assigned managers we have arranged a meeting : : :
more firms and continue to obtain enough and meaningful data.

via face to face, mail or phone because of our class schedule and the managers’ schedule. Sometimes we had a

difficulty to arrange a meeting participated by all of us beeause-ot-thistssuehoweverthe-bestthing-whteh

evervbodvIcrew—what-otherteammemberof-the-proieetdid. In order to make a successful and valuable

We have met 12 different managers from six different firms and we have analyzed its data with respect to their
overconfidence level that 1s shown on the above table and most of the people seems to be overconfident when they

make their financial decisions about their company. Due to the time schedule, we € not have a chance to meet all

meeting, we have searched for the literature and we also used both a knowledge-based overconfidence measure , , _ -
the managers face to face however we understand that overconfidence is an important and interesting issue they

used commonly by researchers and also generated a new five point likert type overconfidence scale. Then we : :
should be work on. There 1s not a gender equality from the managers that we have worked because 11 of them are

have prepared a questionnaire which 1s below; , _ :
male and we eetld-be able to make an interview with only two female managers.
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