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1. What is the question of this paper?
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2. Why should we care about it?
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3. What’s the author’s answer?
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4. How did the author get there?
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Notions

parameters Description

RG The return of the firm when it has good outcome.

R~ The return of the firm when it has normal outcome.

Rr The bank’s required return for lending one dollar.

S The loan spread.

C Collateral.

T Dead-weight loss.

Ic A indicator variable for C’s value.

5 Relative advantage in growth opportunities over the non-
overconfident CEO.

y A side benefit to the lending bank if the firm’s return is RG.

d A variable whose value is either ¢ or 0.

OCi -1 A dummy variable that equals one if firm i is an overconfident
firm.

Zit-1 A vector for firm [ in year t-1.

Vi, (Lt Capture the industry and year fixed effects respectively.

Z Includes seven firm characteristics.

it Random error.

GOi -1 represents firm-specific growth opportunities for firm 1i.

High GOi ¢ Dummy variable that take a value of 1 if firm i’s growth
opportunity variable is within the top one third of the sample

firms.

Midium_GOi,¢ | Dummy variable that take a value of 1 if firm i’s growth
opportunity variable is within the middle one third of the sample

firms.

LOW_GOi,¢ Dummy variable that take a value of 1 if firm i’s growth

opportunity variable is within the bottom one third of the sample

firms.
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